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PROCEEDINGS 9:30 AW

ACTING CHAIRMAY R, G, FOLLIS: Gentlemen, the meeting
will come to order, pleasge.

We are going to rearrange our yrogram slightly. We
have thre¢ distinguished visitors heve who are obliged to
leave very quickly, and so rather thﬁn going through our
normal procedure of calling the roll and hringing the meeting
to order, I am going to ask our visitors to speak to us fivst
and then we will gcrintc our novrmal procedure._

We have with us today Secretary of the Interior
Udall; Secretary of the Navy Fred Korth; and Under Sacretary
of the Interior James Car,

o
Before I cail on Si¥retary Udall I would like to

express, again, the appreciation of this Council for the
cooﬁeration and support that he and his depariment, payv-
ticularly Secretary Keliy, have carvied forward in the last
ten months, in assisting us in clarifying the status of the
Council undor the proclamations that the President made last
Fabruary,.

As you all know, this has been a matier of seridus
concern © the Céuncil3 and during the time that I have been
carrying on in place of Mr. Hallanan, it has become very
clear to me the immense Iintevest and support thatAtﬁe Secrew
tary has had and has given us in relation to this matter,

I am sure that the fine, clear opinion that we obtained from
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wes something that came from very conscienticus and very strong
support and help fvom the Department of <the Interior.

And for that, Mr. Secretary, we all want to express
our appreciation5

(Applaﬁse)

STATEMENT BY SECRITARY OF THE INTERIOR

STEWART L. UDALL

SECRETARY UDALL: I want you to know that I am
not running out this morning because I am not interssted in
this presentation that islgoing to vewade., I am very deeply
interested, 1In fact, 1 am going.to have them give me the
presentations subsequently, bul there is a Cabinet wmeeting
beginning at 10 and ¥ have to be over there in advanée.

I want to express my own satisfaction that this
meeting is held today, that we hawve resélved fhéSe things
thatlwere keeping us apart and we are heve and ready to go
aheéd.

Also, I particularly wanted this morning to pay a
personzl iribuie to the former Chairman, our good friend,
Welter Hallanan., I wish Walter were here today because I
would liké him to psrsonally hear the tribute X wani to pay
to him. I think this Department paid him its highest tribute
some years ago, in 1952, when he received the Coaservation

Award of the Depariment, which is the highest award that we
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have., We all know, all of you whé have parxtlcipated in

the work of the Councili kaow of his devotion to duty and

of the way that he, as a man, bore responsibility. And I
want to express my personal wishes that be continue to enjoy
good health and happiness and ¥ want to thank him profoundly
for the service he has rendered to the Council and to the
couniry.

It does seem to me, apgain, that our meeting hervre
today represenis the best tradition of govermmeni-industry
cooperation in a very vital field, and I hopz that we can
really move ahead now iu this very sevious work that we have.

I think the last year has heen a peviod in which
we have made some very significani progress, in cooperation,
ina areas that all of you are interested in.

Last March, as you know, the largesti lease sale
in history was held; +the lands om the continenial gheld
off the coasts of Louisiana and Texns. This action cleared
the way for opening majér new oil nrovinces. I don't kuow
whether you all realize it, but to date there have been 1l
ma jor disc&veries on lands covered by the sale last March.
Only Iast week we announced another significant lease sale cov-
ing nearly‘a million acvres, 800,000, off the coast of Cali-
fornia. That is an oil-short area, the West Coast, and we
hope this and other action that we hope to take later will

have great significance on the West Coast,
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We have also bheen very pleased, and many of the com-
panies you repvesant here are pariicipoliag in this program
with our heliuwm conservation program. Congress has given
us the money needed to get the program under way. It has
been aggressively launched. I think here again we have a very
fine pettern of cooperation and I should like to express my
plea ure at the relationships that we have had with those com—
panies that are parﬁieipating;

I dontt know that one could point to any betier
examples of cooperation by a very vital industry and by the
Government, and we all are working together for the common
good and to strengthen our countiry.

7

<y ling, of the Federal Power Commission, and a group of us were
Ear '

~ As you probably know, Secretvary Carr, Joseph Zwerd-

in the Soviet Union just 2 wonth ago. We did not go‘there
primarily to look at petroleum preoblems, and I don't pretend
to be any expert in that field., But we were looking at encrgy
problems and wo found that we have a serious competitor in
this field, and we found also when we were out in Siberia
this.tremendous, vagt continent they have. Iy parts of
Siberia where in the past it was thought there would not be
petroleum reserves, they are making very significant discover~
ies, And I tﬁink it very impgrtant thét we keop fully abreast
of these developmenis and that we know.exactly wvhat we axe

confronted with.
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And I want to congratulate John Helly and his people
today for the fine work that has‘been done which vou will see
shortly. But if I could reiterate once again, it is the atti-
tude of this Administration that we want the strongest pPoOs-
sible petroleum industiry in this country, we think we have it
at the present time, we want it to continue o be healthy, we
wanl to continue to have a very healthy relationchip between
the Government aad the indusiry, we wani to work closely to-
gether on all of these problems, where we can assist you,
where we can jointly attempt to understand the problems we
are confronted with, and to deal with them in terms of policy.

50 I am deliphted to be with you today, delighted
the weetiag is going forward, and good luck to all of you.

(Applause)

ACTING CHAIRMAN R. G. FOLLIS: Gentlemen, we have
with us the Secretary of the Navy, Mf. Fred Korth,

Secretary Korih, I believe this is your first visit
to the Council, and I might take just 2 moment to tell you
that this Council consists of representa¥Wes of the industiry
f:om corporations, large and small, from trade associations,
and constituted as a group to mike themselves available to

bring the views and the wisdom of the petroleunm indusiry to

S
Y

the Government.
These gentiemen here have come from the several corn-

ers of the country and assemble periocdically to render this
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service,
We are most happy to have you with us today.
(Applause)
STATEMENT BY FRED XKORTH, SECRETARY OF THE WHAVY
SECRETARY HOKRTE: Thank you very much. I appreciate
very much yourrgiving me the brief background on the National

Petroleum Council. I was, howeveyr, aware of the composition

. and the very high type of mombership of which thils Council

congists. I know many of the menbers, have known many over
the years._ I see.and have visifeﬁ with a pumber of my
.friends who come fyrom one of the cornevs of the eoﬁntry;*Texas}
with which ¥ am, of coursze, intimately familiar,

I want %o expiess to all of you The appreciation -
which the Navy has for the tremondous work which the Council
has done over the years. We in the Navy are one of the larger
consumers of petiroleum and petroleum products. We thercfore
are quite anxious? as am I, individually, ©o see that the
petroleum indusiry remains a vital, strong nnd progressive
industry which it has been, certainly, over ‘the fears. 1
want to again express my appreclation to you for:the oppoftun—
ity of visiting with you here.

Unfortunately, while I do not have a Cabinet meeting
o attend, I have a meeting to atitend where my immediate boss,
Bob McNamara, commands my presence, and I think, I know I

would have a much finer and certainly enjoyable time right
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here with you. I have a duty to periorm alsc. Thank you very
much, gentlemen, for the opportunity of being with you.

(Applause)

ACTING CHAIRMANW R, G. FOLLIS: VYes, we can proceed
now with the fermal agenda and the roll-call, It ig a long
period since our last meeting, and we have acquived gquilte a
numbe? 0f new members, I wouid appreciate, whan & new mem-
ber's name is called, the Secretary will sitop and the member
will rise so that we can recognize him.

Mxr. Brown?

MR, J.V. BROWW: Ag I call the names on the roll,
if there is someone present who has come té git in the place
of 2 member who could not be here, will that person please
rise and give his name so that the roporter may get it in the
record,.

ROLL CALL

MR; J.V, BROWN: Mr, Aitken.

MR. AITKEN: Present.

MR, J.V. BROWN: Mr. Apderson,

(No response)

MR. J.V. BROWN: Mr. Baldridge.

MR, BALDRIDGE: Present;

MR. J.V. BROWN: Mr, Ball.

{No response)

MR, J,V. BROWN: Mr. Banks.
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jiz MR. BANKES: Present,

MR, J.V. BRO‘;‘;’N‘. Hr. Bass.

(No response)

MR, J;V. BROWYN: Mr. Benedum.

MR. BENEDUM: Present,

MR, J.Y. BROWH: MNr. Bergfors,

MR. BERGFORS: Present.

ME, J.V. BROWN: WMr. Blaustein.
MR, BLAUSTEIN: Present.

MR. §.V, BROVWN: Hr. Brazell.

MR. BRAZELL: Present.

¥R, J.V. BROWN: DMNir. Bridwell.

MR, BRIDWELL: Hare,

MR, J.V, BROWH: HMr. Brocketlt?

MR, BROCKETT: Dresent,
MR, J.V. BROWN: Mr. Bruce Brown.
MR, B, BROWN: Present.

MR. J;V. BROWN: Mr. Buck.

MR. BUCK: Present.

MR. . J.V. BROWN: Mr, Burlingame?
MER. BURLINGAME: Presgent,

ACTING CHAIRMAN R.G, FOLLIS: Mr. Burlingame, will

you rise?
Mr. Burlingame is Executive Vice President of the

Natural Gas Pipe Line Company of America.
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rise?

Carriers,

MR, J.V. BROWN:

13

We would like to welcome you, MY. Burlingame.
MR, BURLINGAME: Thank you.

MR, J.V. BROWN: Mr. Calkins.

{No response)

MR. J.V. BREOWN: Mr. Carpenter.

(Hé fesponse)

MR, J. V., BROWN: Mr, Cleoments.

(Ng response)

MR, J.V. BROWN: Mr. Comerfoxrd,

MR, COMERFORD: Here. ’

)
Kl

B"A;r‘ .‘ Cope land.
(No response) (;ﬁ?iﬂfbii)
MR. J.V. BROWN: Mr. Cowden.
(No response)

MR..J.V. BROWN: Mr. Crossett.
MR, CROSSETT: Here.

ACTING CHAIRMAN R.G. FOLLIS: Mr. Crossett, would you

Mr. Crossett is President of the National Tank Truck
Incorporated.

Welcomé, Mr., Crossett.

MR. CROSSETT: Thank you,

MR, J.V. BROWN: Mr. Davis,

MR, DAVIS: Here.

ACTING CHAIRMAN R.G. FOLLIS: Iir, Decker, will you
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ji4 rise, please?

Bxr.

Deckeyr iz 2regident of the

isgociation of America.

Welcome .,

Wi,
Mk,
ML,
.
MR,

iR,
MR,
M.
MR,
MR,
MR,
MR.
(e
MR,

MR,

ACTING CHAYRMAN FOLLIS:

J.V. BROWN: Mr. Donnell,

DONMNELL: Present.
BROWN: Wr. Downing.
DOWHING: Drosept.

BEOWN: Mx., Dunuigbxn,

14

Tnde pendent' Batroieun

BATSEL: Eimer Batrell for Mr. Dunnigan.

BROWN:
Endacovt,
ENDACOTT: Here.
BROWN: MNMr. Fountain,
FOUNTAIN: Hzre..

BROWN: Mr. FoX.

TESHONSS )
BROVIN: Mr, Getty.

GETTY: Here.

Thank you, Mr. Baitsel.

My. Geotty, will you rise?

My, Getty is President of the Tidewater Oil Company.

Welicome, Mr., Gotiy,

¥R,
(No

MR,

BROWN: #Mr. Goggin.
Tresponse)
Mr. Graves.

BROWN:
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(e
MR,
MR,
MR,
{ro
MR.
MR.
MR,
(No
MR,
MR,
MR,
IR,
MR,
MR,
MR,
MR,
MR,
MR,
MR,
MR.
MR,
MR,

MR,

Mrl
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response)

BROWN: IHr. Green,
GREEN: Hovre,

BROWN: Mr, Halligan.
response)

BROWN: Mr. Hamon,
HAMON: Hore.

BROWN: My, Hardey.
responsea )

BROWN: i#xr. Harper.

HARPER: iHero.

BROWN: Mr. Howell,

HOWELL: Here,

BROWN: Mr. Jackson.
JACKSON: Here.

BROWN: Mr. Jacobsen.
JACOBSEN: Here. |

BROWN: Mr. Charles Jomnes.
JONES: Hore,

BROWN: Mr. J. ﬁaul Jones,
JONES: Here.

BROWN: Mf. Kayser,

BOYD: Howard Boyd for Mr. Hayser.
BROWK: Thénk you, Hr. Boyd.

Keelex.
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KEELER: Here.

MR, BROWW: Mr. Kiacannon.

ACTING CHAYRMAN FOLLIS: #r. Kincannon, will you viso?

Mr.

Kincannon 55 President of the National Petroloum

fGofiners Association,

Welcowe to the group.

MR,

M.

mﬁ

ME.

MR,

TINCANNOW: ‘'‘hank you.

BROWN: D. €. Comnelly,

CONNELLY: Howre,
BROWN: /R. G. Follis

POLLIB: Pragsent.
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17
MR. BROWN: Mr. Kindle?
ACTING CHAIRMAN FOLLIS: Mf. Hindle, will you rise?
MH. BROWN: He is apparently not here.
Mr. Kreutzer?
Mr. Locke?
Mr. Long?
MR, PIPKIN: J. H. Pipkin, for Mr. Long.
MR, BROWH: Thank you, Mr, Pipkin,

Mr, Ludwig?

MR, LUDWIG: Here,

MR, BROWN: Mr. McClure. , <

Mr. HcCellum.

MR, MC COLLUM: Here,

MRolBROWN: Mr, McGee,

Mr. McWilliams,

MR. MC WILLIAMS: BHere.

ACTING CBAIRMAN FOLLIS: Will you rise?
Mr, McWilliams is President of the Petroleum
Suppliers Association,

Wolcome,

MR, MC WILLIAMS: Thank you,

MR, BROWN: RNr, Maguire?

MR, MAGUIRE: Here,

MR, BROWHN: Mr, Majewski?

MR, MAJEWSKI: Here,




rise?

MR,
MR,
MR,
Mr.
MR,

MR,

18
BROWN: Mr, Marshall?
MARSHALL: Here.
BROWN: Mr. Miller? . . . =~ -« 7 o070t
Milligan?
MILLIGAN: Here,

BROWI: Mr, Mitchell?

ACTING CHAIRMAN FOLLIS: Mr, Mitchell, will you

MR,
Mz,
MR,
MR,
Mz,
MR
MR,
hir.
Mr.
Mr.

My,

MR.

MR,

MR,

MR,

MR,

MR,

BROWN: He is apparently not here,

Murphy?

B. BROWI: Bruce Browa regf&senting Mr; Murphy,
BHOWN: Thank you, Mr. Brown,
Nickerson,

NICKERSON: Here,

BROWN: Mr, Nieclson?

Niness? L / adto )
0'Shaughnessy? ot
Parkes? g0
Parten?

PARTEN: = Here,

BROWN: Mr. Porter?®

PORTER: Here, |

BROWN: Mr. Pottery

POTTER : Here;

BROWN: MNMr, Rathbone?
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MR, PIERSON: George Piercy fox Mr. Rathbone.

MR, BROWN: Thank you, Nr, Piércy-

Mz, Rather?

MR, RATHER;' Here,

MR, DROWN: Mr., Ritchie?

HE, RKTCﬁIE: Here,

MR, BROWN: Mr. Robineau?

MR, ROBINEAU: Here.

‘MR, BHOWN: Mr. Rodman? .

My, Rowan?

MR. ROWAN: Here.

MR, BROWN: lr. Rubelz . 277 - " 7777

Mr. Scott?

ACTING CHAIRMAN FOLLIS: Mr, Scott is a member of
the Exscutive Committee of the New England Fuel Institute.

Welcome to ouxr group.

MR, SCOTT: . Thank you.

MR, BROWN: Mr, Seydell?

ACTING CHAIRMAN FOLLIS: Mr. Seydell is Présidenf
c¢f the Natlomali Siripper Well Association.

Glad to have you here,

MR, SEYDELL: Thank you,

MR, BROWN: Mr. Smith? .~

Mr., Smoker? o

Mr, Spaght?




MR,
MR,

MR,

Mx.
MK,
MR,
M,
ME,
ME .
Mr,
MR,
MR,
HR,

MR,

ACTING CHAIRMAN FOLLIS:

SPACHT: Hexe,

BRO¥N: WMr. Spahr?
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FOSTER: Clyde goster appearing for Mr, Spahw,

DROWN: Thank you, Mr, Foster.
Supplee?

WEBE: .W¢Webh for ¥r. Supplee.
BHROWN: Thank you, Mr. Webb.

Swearingen?

NELSON:Richard Nelson representing Mr, Swearingen,

EROWN: Thank you, Mr. Nelsca.
Vandeveor?

VANDEVEER: Here,.

BROWN: Mr. Vockel?

VOCKEL: Here,

BROWN: Mr. Wagner?

Mr. Wagner, will you stand?

Mr. Wagner is Director of the Petroleum Rivision,

Farmers Union Central Exchange, Inc.

Welcone.

MR, WAGHER: Thank you,

MR, BROWﬁ: I want to apologize, 1 overlocked Mr.
Jteiniger.

MR, STEINIGER: Here,

ACTING CHAIRMAN FOLLIS: Will you rise?

President of Sinclair 0il Corporation, welcome,
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MR. STEINIGER: Thank you,
‘MR, BROWN: Mr. Warren?
MR, WARREHN: [ere,
MR. BROWN: Hr. Wells?
MR, WELLS: Here,
MR, BROWN: Mr. Whaley?
MR, WHALEY: Hero,
MR, BROWN: Mr. White? '
Mr, Whiteman?
MR. WHITEMAN: Joseph Whiteman representing M.
S. D, Whiteman,
MR, BROWN: Thank you, My, Whiteman.
My, Windfohi?
MR, WINDFOHR: Here,
MR, BROWN: Mz, Winger?
ACTING CHAIRMAN FOLLIS: My, Winger, will you rise?
MR, WINGER: Yes, sir,
ACTIﬁG CHAIRMAN FOLLIS: Mr. Winger is Vice
Pregident of the Chase Manhattan Bank.
| Welcome,
MR, WINGER:  Thank you.
MR, BROWN; Mr, Young? . -
Mr.-Chairman, we have a quorﬁm.l
ACTING CHAIRMAN FOLLIS: .Gentlemen, we have a guorum,

The meeting has come to order,
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{Council membars who entered zfter the meeting hogan:i)
il u//éémuel F. Ninegs, of Chemical-icaman Tank Lines,
Inc., Downingtlown, Penngylvania,
V/JGeorge R. Copeland, of Algonguin Ges Transwnission,
Boston, Massachusetits.
L/”W. W, Vandoveer, Chairmon of the Boaxrd, Vanson Pro-

duction Corpdration.




The minutes of the last méeting have been
distributed ~-- Y am having a little microphone trouble,
gentlemen, The minutes of the last weeting have been
distributed, If there are no questions, a motionlﬁo approve
-would be in cvdsr,

FROM THE FLOOR: So move.

FROM THRE FLOOR: Second.

ACTING CHAIRMAN FOLLIS: So moved and seconded,
All those voting favorabiy say Ave.

(Approved)

ACTIRG CHAIRMAN FOLLIS: Now, genilemen, since the
last meeting of the Council we have lost iwe members and
friends and I would like to ask the first one, to Alton,
whom all of us have known as a friend and admired, as Pete
Jones, Mr.lCharles Jones, I believe, has a memorial that
he would liké to present for the :c@c.:t:)::n.'d'P

Ih voting on this memorial I Qould guggest that
we have a standing vote,

MR, JONES: Mr._Chairmap, Whereas the members of
the National Peiroleum Council in regular meeting duly
assembled in VWashington, D, C,, this fourth day of October,
1962, have noted with a deep sense of sbock and with profound
sBorrow the death of its singularly faithful and devoted
member, W, Altom Jones of Wew York City, and

Wheress, . Aliom "Pete” Jones was one of the fosusdors
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of the Netional Petroleum Council, continuing as a memker
and always with distinction on numaraus‘council committees
and ag® a member of the Agenda Committee since the Council's
beginning; and

Whereas, his steadfast devotion and interest in
the Wational Petroleum Council directly contributed to the
Council’'s achievenent in becoming an outstanding sSymbol of
govermment - industry cooparation, thereby contributing to
the welfare and security of the Urited States of America;
and

Whereas, the 1life of W. Alton Jones shines forth
for ail mnen to see as embodying and epitomizing not only
that pioneering spirit that made this nation great, but
that spirit of devotion, ability and loyalty to hism family,
p;s business and his country, which won for him the admiration
§f all who knew him and made him one of the most outstanding
and distinguished peorsonalities of this generation, He'was
truly a great American and one of the keystones of the vasﬁ
Aﬁerican 0il and Gas Industries,

Now therefore, be it rosolved, that this Resclution
commemorates and record the National Petroleum Council's
sincere sympathy and deép sepse of loEs upon thé death of
ﬁ. Alton Jomnes, a man of integrity and”ability, bﬁt even
mere, a ciose and beloved friend, aﬁd it ig ﬂ;recyed that

an appropriately reproduced copy of this resolutiom im




24
in memoriam be presented to Mr, Jomes' family as a token
of the highesteem and regard of his colleagues on the
Councilrénd their appreciation for his services,

I offer the REsolution, Mr, Chairman,

ACTING CHAIRMAN FOLLIS: Gentlemen, all those in
favor of the Resolutibn, please rise,

(All rise)

ACTING CHAIRMAN FOLLIS: The second member of our
group who passed on furing this pericd was Reese Taylowr,
and Mr, Ed Brockett is ready to preosent a Resolutiom in
-mempry of Mr. Taylor,

Mr. Brockett,

MR, BROCKETT: Mr. Chairman, Mr. Secretary, this'
Resolution in memorial of Reese H., Taylor:

The Natioral Petroleum Council recalls with
ppo£Ound sorrow the death of Reese Hale Taylor on June 22,
1962.

He was a member of this Qounpil from the time of
ita organization to the date of his daafh, a period of
s;kteen years, having been selected by each of the Secre-
t#riea_qf the Interioxr during that period to serve onr the
cbuncil as a representative of the oil and gas indystry
in this cooperative effort hetween the petroleum indugtry
and the Federal Govermment,

The members of the National Petroleum Council
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recognize with deep appreciation the ouistanding contribu-
tions made by Reese Tayloy through his vork on the Council
and his equally significant coantributions to the war effo;t
ag a member of the Petroleum Industry War Council. He
served on aumerous Council committees and hzd a record of
long service as an elected member of the Appointments
Committee,

He always gaverfreely of his time, effort, vision
and foresight, working diligently to promote the success of
the C@uncil.

Although Mr; Taylor's business activities were
primarily on the Vest Coast, his ability, koowledge, aund
experience in both the petroleum and steel industries were
recognized throughout the nation. WHis accomplishmenis
brought him many honors and responsibilities as an officer
and member of many associations, clubs, and companiss, to
gachlof which he gave his boundless cnorgy aqd keen intellect
to the solution of the problems involving the wélfare of
his country, state, community, aund toward the development
of cultural, educational, and charitable institutions,

Reese Taylor was a strong advocate of maintaining
in this nation a2 highly competitive free enterprise system
and he arramged for the publication of.a series of
adfertisements informing the public how that system in

practice works in American business. In addition to being
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rGCOgnized as an outstanding statesman in the petroleum
industry, and as a generous and vigorous leader in <ivie
affairs, he was an ardent supporter of sports, ranging from
thorOughbred racing, which he served as President of the

Log Angeles Turf Club, to tennis, which he served as

President of the Youth Tennis Foundation of Southern California.

In addition, he played a vital part in bringing big league
baseball to his home city of Los Angeles,

Reese Taylor possessed the wonderiul and human
quality of being devoted to his family and to his loyal and
admiring friends., He had an infinite capacity for devoting
his thoughts and energy to his family and friénds withoﬁt
any linmite of daménd upon his time,

- Reese Taylor was a bip mén in every way,_physically
and mentally, but the real moasure of his stature was most
clearly revealed in his leadership of his company, The Union
Qil Company of California,

"To the petroleum industry, to the world of civic

development, to his devoted family and host of loyal and

admiring friends;'his passing represents an immegsurable
loe®,

Accordingly, it is resolved on this fourth day
qf\pctober, 1962, at the National Petroleum Council's

meeting in Washington, D, C, that the Council express iis

genuine appreciation for his valuable contributieons,
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record its profound sense of loss at hi® passing, and
extend iis sincere sympathy to his family and associates,

It is further resolved that this resolution bhe
entered upon the permanent records of‘the Council and that
an appropri;fe copy theraof be delivered to his family,
such to be signod in behalf of the membership by the
Chairman and the Secretary~Treasurer of the Council,

Mr. Chairman, I offex this resolution,

ACTING CHAIRMAN FOLLIS: Gentlemen, you have heard
the resolution,

(511 rise)

ACTING CHAIRMAN FOLLIS: I know you all join me-
in a sense of satisfaction and pleasure that this Council
is back in action after this ten months moratprium. I might
say it hasn't been quite a moratorium, because during the
ten months, whereas.there have been no cemmittee meetings,
no Council meetings and no committee meetings; the work of
the staff has gone on with great energy. And later when
we get the committee reports and get 3 look at such reports
as, for example, the reporﬁ on Russian oil, which is 760
pages long I am told, you will agree with me that the zeal
and desire of the group to carry on ﬁas kept”them goiné
even during this period of ten months of cessation of
meetings.

The one regret Y think we cam all join in is the
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fact that Walter Hallanan, in August, was obliged to call
me and tell me that he could no longer carry on as Chairman

of the Council due to his nealth, and asked me to fill in

for the bhalance of the ierm unﬁil a new slate of officeé&
could be elected and %o hold a meeting as soon as the
affairs éf the Council could be siraightened out,

I bad a telephone conversation with ¥Walter
yesterday, I might say, and heside expressing.deep regret
that he could not.be here, he also told me that he feels
he has now turned the corner and he is on the mend., So I
aﬁ sure you are a2ll happy to keer that,

It seems to me that the Couﬁcil in its seventeen
Qears has had & strong leadey and a wise Chairman jian Walter
aﬁd thét it would be appropriate that we take some recogni-
tion of that, more than just in passing, as I am doing now,
And for,tﬁat reason I have asked -~ I would like to ask Mr,
Méjaw:ki, Mr. Alfred Jacobsen and Mr, Porter if they would
join with me in preparing a memento‘in the form of a
Resolution that we might have ready for copsideration of
the Council at the next meeting,

Would you gentlemen do that? |

I have already mentioned to yoﬁ gentlemeg the
vergfinﬁ?cooperation and assiqténcé that we have had all
through in connection with the claéificatioﬁ of the issues

that hothered us in the President's Proclamétion'of last
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February. And I mighi say that the person who was on the

job all the time, whethor duec to Walter's iliness or other-

wise, was Mr. Kelly, Secretary Kelly.

In a2 moment I would like to ask Secretary Kelly,
our Co-Chairman, to speak to us. Before I do that, though,
it seems to me that it would be very appropriate to open
this meeting with a statement which Secretary Kelly handed
me this morning from the President of the United States and
I would like to read it,

This is from fhe President:

"I am very happy to greet the members of the
Nationml Petroleum Council and i? so doing, to acknowledge
the work of the Council which has continued so succassfﬁlly
during the administration of four Presidents of the United
States, 1t was in May 1946 that President Truman,
realizing the need for continuing during tines of peace,
the close and harmonious relations that had existed between
Goverhmant apd the petroléum industiry during World War II,

authorized the establishment of the Council. International

developments since that time have made the Council a valuable

instrumsnt,

"The development and security of this Natiom
depend on the preparation of forward-looking programs
related to petroleum as ome of the most important forms of

energy. The validity of these programs is dependent on
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continuing readylaccess oy Goverhment to complete and
accurate information on developments in your industry.

"*"The membérship ol your Council makes a most
important contribution to the Department of the interior
in the discharge of its broad responsibilities in the
fields pf petroleum and gas., I am pleased that cooperation
between Goverament and the oil industry, as itypified through
the ifunctioning of this Council, continues to be se effec-
tive,"

Gentlemen, I would like to call on our Co-Chairman
for comments that he cares to make.

SECRETARY KELLY: Thank you, My, Follis,

I-don't know if I have very much to say., Both
my hosses evidently have given all the encouragement I
thiok and expressions of appreciation for the woik of the
Councii, the past work that the Counrcil has done and hope
that.the Council may continue effectively.

I, however, am very pleased to note that the
problems I would say somewhat clouded the status of the
Coupcil in the past ten months have been resolved and I
be;ieve to all our mutual satisfaction and that now the
Coqnbil's activity can go ahead withgut interruption,

- We all know that the Council provides an important
;;nk between Govermment and industryf. We feel that

especially in national defense planning the complexity and
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magnitude of the problemé with which this nation is now
conironted makes it imperative that the full competence of
the petroleum indusiry be effectively utilized.

Therciore I hope for and ask your continued support
and assistance in planning for national defemse, The experi-
enée we have gained over the years in Govermment-industry
cooperation in the petroleum deicense planning ﬁoints the
direction ¥ believe that we should follow in the future,
However, we should atiain a greater degree of understanding
and mutual beneficizl exchénge between Governmert and
industry than I believe now exists,

I believe we all consider ourselves as citizens
first and members of the industry and as officials of
Govermment second. I myself am confident that from my close
working relationship with you for the past year and a half
ag a Govefnmenﬁ employee and for over 25 years as a working
member of the petroleum industry that we can continue to
expand our éontacts and enhance our effectiveness,

| In this connectiion, HMr. Chairman, the Natiomal
Petroleum Council serves as the bridge between industry
gnq the Government,

- As we kpow, there is serious work to be done in
the future and the accomplishments of the immediate past,
éspecially this fine roport we are going to heaﬁ thisg

morqing, gives us every assprande that the COuﬁpil will
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fully meet the demands that are placed upon it and will
continue to make a furﬁher contribution to the advancement
of the interest of all of ﬁs here in these United States,

Thank you, Nr, Chaifﬁaﬁ;
(Applause)

ACTING CHAIRMAN FOLLIS: Gentlemen, when Mr.

Hallanan asked me to take over for him and we had succeeded

in getting the uncertainties of the new Presidential proclama-
tions cleared up, I appointed a special committée on
organization with the fhought that they might consider the
various effects on our o:ganization of these new proclamations,
that they might alsc act as é nominating committee and
nominate a nev slate of elective officers and commitfees
for the fiscal year,

Mr. Jake Hamon has acted as chairman of that
nominating committee, oryanization comumittee, and I would
like to ask him for his roport.

MR, HAMON: Mr. Chairman, Mr., Undor Secretary,
and members cf the Council:

Your committee consists of Bruce K. Brown, Donaid
L. Connelly, J. Howard Marshall, L; F. McCollum, M. J,
Rathbone, C. Pratt Rather, M, H, Robineau, Roland V.
Rodman, John E. Swearingen, and J, Ed Warren,

Before getting into some of the serious matters

of the committee I might tell you gentlemen that one of the




a—

17

33
questions that was -- or suggestions that was given to us
was that we attempt to liven up the Council meeting.

So I appointed a subcommittee, Mr. Dorald Connally,
Mr. Larry O'Connor and Mr. Jerome O'Brién, absent~-mindedly
net realizing thoy were all irishmen. ¥ shouvid have bui I
didn't, And I asked them to give me come suggestions of how
we could make the Council meeting more interesting;

Unfortunately, as many well-intentioned efforts
must come to & had end, the Committee Report was unot very
satisfactory.

Being Irishmen they first thought of importing
the laprechauns -~ those are those little men appavently
that run around in Ircland.

(Laughter)

MR. HAMON: They thought it would be a find ldea
for them to ﬁnzip our zippers and one thing and another.

But I told them that at our age that was a constant problem

anyway.

(Laughter)

MR. Hﬁmoﬁ: So that wasn't necessary.

Then they thought it would be a fine idea to liven
up the meeting if we all came in dressed in green suits,

(Lgughter)

MR,:HAMGN: However, 1 told tThem that it would

look like every Council meeting was 3¢, Patrick's Day. 3o
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I had to veto that.

Finally, Mr, Larry G'Connor, represcenting one
division of‘the committee, came up with the ;dea that we
would have the waitresses from the Key Club pass out the
varvious papers. (Laughter)

Now, this didn't seem to be a very ad idga -
(Laughter) -~ but I found the girls couldn't pass the Civil
Service examinaticon., (Laughter)

So 1 thought that I might report that yonr commitiee
made a sincere effort to lighten up the meeting but we made
a mistake putting three Irishmen on the committee, (Laughter)

In all seriousness, gentlemen,‘we did try to
study the problems within the limitations that we had before
us,

We do recommend, Mr, Chairmamn, that a committee
be appointed to review the bylaws of the National Petroleum
Council to see that they conform with Executive COrder 10007,

I believe that is right, Mr, Kelly.

And also with the Attorney General's recent ruling
on the National Petroleum Council.

Two, And this is not in reflection of the QGvoted
and untiring énd loving effort that our former Chaixman,
Walter Hailanan gave to the Committee for 17 years, we

N

recommend that in the future the National Petroleum Council

' fol;ow‘general indystry practice in its organizations and
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by tacit uaderstanding, because after all that is all our
recoﬁmendation could be, since the Council is recopnstituted
from year teo year, and the electiions have'to he heid avery
year. But we do recommend that there be a general undor-
standing taat the time limit of the officors' terms shouid
be fdr two yearé, save in casee of exceptitional cmergency,
such as the Korean conflict,

We felt that that was necessary because in the
first place it provided some change of viewpoint, and in
the second place we did not feel that it was fair to ask a
busy man to take time out from his business for move than
two yesrs, hnd those are our two recommeundatlons,

I come now to the nominations.l I will read the
entire list of nominations, which is the chairman, the vice
chairman and members oi the Agenda Committee and mnembers
of the Appointment Committee, and then I will move their
election,.

I nominate Mr, R, G, Follis as Chairman. All of

you know Mr, ¥ollis. He bas been Vice Chairman for some

‘12 or 14 years. I know he will make a great Chaiviman, and

our Committee was unanimous in his selection,
As Vice Chairman we nominate Mr. Orville Carpenter.
As Chairman of the Agenda Committee, we nominate

Mr, Jacobsen. I might say that Mr, Jacobsen has served a

long time and expressed a desire to be relieved irom his
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duties, but in view of the fact that we had a change in the
gdministration and in view of Myx. Jacobsen's Iflae service,
youyr committee finally prevailed upown him to reitain the
chairmanship for the timé boing, at least.

The other members of the Agenda Committesc arc

v v {

Paul Endacotit, myself, John Swearingen, 5. Ed Warren, L, F,
McCéilum,'B, L. Eéjewski, J. HOwaréaMa?ahall, ¥, R, P§;£en,
Brucé/;ro@n and M, J. Rathbone, | |
"On the Appoiniment Comﬁittea, as chairmar we have
Mr, Frank k. Porter. Mr. Porter likewise was perfectly
willing and anxious to be relieved, but for the same
reagons we prevailed upon him to stay on,
The other members of the Appointﬁent Committee are
J. S, Bridwell, J§, C. Doanell, ﬁugustus:C. Long, C, Pratt
Rather, M, H, Robineau, Roland V. Rodman, George F; Getty,
Henderson Supplee, Harold Decker, Robert ¥F. Windfohr,
Mr. Chairman, I move the pemination of the Chairman,
the Vice Chairman and the members of these two commitiees,
y ACTING- CHAIRMAN FOLLIS: Mr, Hamon, I am a 1little
ﬂ) bit thrown oif my schedule here, I wonder if 1 could ask

Nﬁo'

Mr, Spaght to act as chairman %o dispose of this matter.
MR, HﬂﬁON: Mr, Temporary Chairﬁan, I move the

ngmination of the Chairman and the Vice Chairman and the

members of‘the Agenda and Appointment Committees,

TEMPORARY CHAIRMAN SPAGHT: Mr, Hamon, you move
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the election of this slate?

MR, HAMON: ¥ move the election., I gum things up.

MR, MAJEWSKI: Myr. Chairman, I would like to second
that motion and move that the nominations be closed and one
unanimous ballot be cast, for the slection of these gentlemen,

TEMPRORARY CHAXRMAN SPAGHT: All those in favor
will please say Ayeo.

{Chorus of Aye)

' TEMPORAEY CHAXRMAN SPAGHT: Thank you very much,

gentlemen, |

CHAIRMAN FOLLIS: Gentlemen, I must say that I
feel highly bonored by your action., I fhink that in the

goventeen years that I have been a member of this Council

I have felt that it really has made s great contribution

-

to the country, I think the guidance and the counsel of
Mr. Hallanan has had an enormous influence, and probably
more important than that, certainly more important I think
than any new chairman I think could have, is the great
interest and the great willinguness of the members of the
Council <o accepﬁ chairmanship of commiitees and do the
serious work, ﬁnd really the massive work as is done on
many oceasions in the interest of the work of the Council.

| Gentlemen, 1f, as I know I can, I can count on
you to cooperate as you have in fhe past in accepting

these assgigmnments, in doing ‘these jobs the way you have
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done them, I certainly will be very, very happy, and I would
feel that anything I could contribute has besn more than
worthwhile.

So thanlk you:

Now we have the report of the Agenda Commitiee,
Mr. Jacobsen,

R, JACOBSEN: The Agenda Copmittee Report is as
follows:

Pursuant to the call of a meeting of the Agenda
Committee of the National Petroleum Council made by the
Committee's Chairman, My, A, Jacobsen, in his wire to the
meﬁbers on Septemher 24, 1962, and with the approval of the
meeting and its agenda having been obtained from the
Honorable John M. Kelly, Assistant Secretary of the Interior,
and Government Co-~Chailrman of the Committee, the Agenda
Committee met on October 3, 1962, at 3:00 p.m. in the
office of the National Petroleum Council in Washington, D.C,

Under date of September 26, 196Z, the Hon., John
M. Kelly addressed a letter (copy of which is attached :
hereto) to Mr. R, G. Follis, Acting Chairman of the National
Petroleum Council requesting the Cﬁuncil to make a thorough
study on the current apnual requivements for oil country
tubular goods, including gas industry needs, and of other

impor tant steel products. It was also requested that

. the study include commernt oh ‘the possible extent of
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substitution of plastic pipe under emenrgency conditions.
Ag provided in the Articies of brganization o
the Council, this letter was considered at the above
meantioned meeting of tho Agenda Commities, at which meeting
it was unanimously agreed to xecommend to the Council
the appointment of a committece to make the study as_fequested
by BSecretary Kelly and to report to the Courncii. The com-

mittee undertaking the study should not suggest plans or

programs but should confine reports to findings of {act.

Under date of October 3, 1862, the Hon. John Y,
Kelly addressed a letter (copy of which is attached hereto)
to Mr. R. G. Follis, Acting Chairman of the Councii,
requesting the Council to make a thorough study of domestic
manpower requirements as gf July 1, 18262, throughout the
petrbleum énd gas industries,

As provided in the Avrticles of Organization of
the Council, this letter was considersd at the above
mentioned meoting of the Agenda Committee, at which meeting
it was unanimously'agreed to recommend to the Council the
appointment of a committee to make the study as requested
by Secretary Kelly and to report to the Council. The
committee undertaking the study should not suggest plans
or programs but should confine reports to findings of fact,

I move the adoption of this report.

MR. MAJEWSKI: Second the motion.
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CHAIRMAN POLLIS: Gewnitlewmon, the weport of
the Agenda Comnittee has beon moved and secoﬁﬁed. A1 those
in favor please say Aye. Opposed.

it iz so ordered.

Thank you, iir. Jacobsen.

Now we will have cthe weport of the Commiﬁtee on
Pefrochemicals,‘Mr.-Bruce Brown.

MR. B, BROWN: Gentlemen, this is called an inlexrim
vepovi, but I think it is pretiy much a final repori, as far
as the Council is concerned, Instead of reading the repol
to you ¥ will try to aumggrize the highlights of it.

The question wes asked gencrally about the petro-
chemical manufacture by oil and gas companies coming within
the jurisdiction of the Depariment of Interior, Tho fiwvzi
problem was to find out what a chemical waé,'hecause the chon-
ical books will probably list a million of theﬁ and we couldn't
very well issue’a questionnaive with a million specific
poin{s te be answered,

So a technical subcommitiee, headed very ably by

‘Tom Cubbage of Phillipz, met in Washingtor in the offices

of the Council. There were technical petiochemical experts
from about 15 o0il and gas companies; We qebatedr—— I joined
with them -~ we debated as to what chemicals were worth find-
ing out. We got a lisi of 86 cﬁemicals that sesmed to be

significant. We also had help from the staff of the Deparﬁm
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ment of Commerce in selectiing vhe chemicﬁls which we would
investigate. They are goimg 4o endeavor to Yum 2 similay
questionnaire through their offices to the chemical companies
that come undey the jurisdiction of the Dgpariment of Commerce.

Qur report is ounly a partial repovi, The pist of it
is this;;%éhere vere 886 imporiant chemicals that we belisve
are manufactured Py cil and gas cowpanies. We sent out a
guestionnaire to 481 companieﬁs 238 were refineries, 183 were
natural gas plants.. 73% of the questionnaires vere answerved.
Many of the questionnaires mervely said HNo, we don't make any
of theseithings."

The Committe@ staff has reporied frﬁm pubiished
literature that there are 465 plants in the U.8. that magé
petrochemicsls, of which 185 are owned oy operated by oil

- -
and gas companies. Thoyestimated that practically -= ve got
a 92% coverage in answers on the questions, Some chemicals
sre manufactured only by one company, some by two, sowme by

three, sdme generally., The i{en leading paeirochemicals at the
present time manufactured by oil and gas_companies,-if you
can calli hydrogen a chemicﬁl, were sulfur, benzene, toluene,
zylengs, hydrogen, hexanes, propylene, buiylenes, hepianss
and butadiene, |

Thank you,

- CHAIRMAN FOLLIS: BMr. Brown, are you ready

to agk fox approval of this reporit?
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MR, B, BROWH: Yem, sir, £ moveruppfoval of the -
repovi of the Cémmit%ae.

MR. HANON: Seocond.

_.CHAIEHAN FOLLIS: UNowved and secoanded.

Qu stiong?

All those in favor please say aye.' Gubosed?

it i3 30 ordered. .

How we have the Comwmittee on Petroleunm Storage
Capacity, Mr. R. L, Milligan,

MR. MILLIGAN: ¥». Chairman, My, Secretary, and
memherg; the Committee on Peiroleum Biorage Capacify wag
appointed February 15, 1862, Shovrily thefgg?tgﬁkgge Council's
Comnittes activities were virtually suspé;éeé. Except for
appointﬁent of mewmbers Of thig commiltee no aciivitvies were
undertaken until August¢ 18, when Acting Chairman Follis re-
quested that the work of the commiiteec be resumed.

In previous sinilar studies undertaken by comparablie
Council committees it has been found desirable to appoint a
technicxl aubcbmmitﬁee to undartake the'preparation of reqﬁis—
ite questionnéires and to drvaft a vecommended report for the
Committee, This subcommitiee has bheen comﬁléﬁed. Ag soon aé
this subcommitiee mambefship is cleared by tho reprosentatives
of the Governwment iis first_meeting.wili bg called and & re-
quest to the industry for the required information will ba

sent out shorily thereafior,
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Dc you wish & motion?
| CHATRMAN TOLLIS: ‘Thank you, ¥, Milligse,
Are thove any guesiions?
{¥o response)
CHAIAMAY TOLLIS: Thank you.

How ﬁa have the Commitiee on 011 and Gasz Transpori-
a tion Facilitias; By, Spaght;

¥R, SPAGHT: NE. Chaivman, Mp. Secrevery, gentliomen;
iam yleased to submit the final report of the Commitites on
0il and Gos Transportation FPacilities of M.P.C. This report
was prepaved in response to a vequest wade in December of 1966
by the Honorable Fred Seaton, then Secretlary of thé Intevior,

With your permission, My, Chairmen, ¥ would like to
give you a brief summary of the report of the committee, which

il

you will find in the front of thiz documsnt. The Study re-
quested by the Departuwent of the Interior was io cover the
petrolewn and natural gas transportation capacities as o
January 1, 1961, including matural sa tranemission lines,
crude oll and petroleum product pipalinas, inland waterways,
barges, tank care and tank trucks.

Incidentally, this is the Tirst time that 2 Council
report on,transbortation has‘included natural gas trausmisg-
sjion lipes, !

In addition o the foregoing, the commiltleo was

ésked by the Department of the Interior o prepare a mster
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set of mapé on the U.S. sirategic map series, showing loc-
ations of all gos and peiroleum pipelires, pump stations,
river crossings, intereonusciions, ot cetera; Thaese npans

are in such a seole chov 87 secoiong ave veguived to covewr

the U.S. Samelﬁﬂﬁ individunl wastey waps have been prepaved
supported by abont 250 system mapﬁ compilad by the participni~
ing cempaniés.

A1l maps will be tuvned ovev to the Office of 0Oil
and Gas, Départmenﬁ of the interior, for its use in deicnse
mobilization studics. Because of the highly detailed in-
formation éhown on these maps they are not being published

\\
as a pavi of the ravort,

In the 18558 veport of the N.P.C.Vtransportation‘of
1.p.g. vas ireated as 2 separate subject. Although such
trlaa.tmen”c was not requirved in The current study, information
with regard to this type of peoduct iﬁ available in this rep;
ort throﬁgh segregation of tank truck anﬁ tank car capacities
by pressure spacifications.

I think it will be evident from this brief iuﬁroduc—
tion that\%his report is the most comprehensive study of oil
and gas ltransportation facilities yet prepared under the
auspices of N.P.C. The work of assembling the data necessary
10 provide the reqﬁirad information was accompiished by five

subcommitices, and their memberships will be found in the

docunents,
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Threeo of the subcommittees conducted.éirecﬁ BFUrvVeys
in ordor 1o obiein the reguired data. In these cases gquestion-
naires were Formulated by the subcommitices but sent out from
and returned to the Office of the National] Peivoleum {ouncil,
thus preserving lhe confidential natura‘of individnal doia.

The informaiion obtained from these questlonnaires was analysed
and processed by the Council'm stal¥ to cobtain the coasclidated
data included in thiz vepori. “ff7

v// By the use of car&;ﬁunch téchniques thege data
have been accumulated in a form suliied to use by goveramenial
a gencies in defense planning.

it iz the opinion of the committes that the inform-

ation which is published in this report is of & nonconfidential

———

naiure. The reports of the individual subcommiitiess ayve in=-
cluded in the document. I will just give_a veéy hrief resume
of each of the five gubcommitviee reporﬁs. As to tank trucks:
This report gives the number, capacity, {ype and gsneral
location of all tank moter vehicles in the U.3. as of Dec-
ember 31, 1861,

Unlike W P €. tank truck repoyis, this siudy pre-
septs particulars as to design, lining, pressure aand I.C.C,
specifications of tank truck equipmeni, which information was
gathered by direct survey from the operators of this equip-
meny,

In this survey questiconnaires were mailed to nearly
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18,000 privaterand for~-hire oporaiors,

As to inland waterways: This repovt covers the
propelled ahd ronpropziled tank bayges in the U.8. suitable
for transporiing petroleum and peivoleum products im hulh 1937
the inland waterways, the G%eat Lokes, 2nd in some ingtances
coasfwiﬁe;

The U.S. Coast Guard's list of inspeciod tank veosels
wvas the primary source of informatiom im this veport.

Ag to tank cars -- one more thing, if I way, please,
on inland waterways: The subcommiites is of the gpinion that
it would be a relatively simple watter fZor the ﬁ;s. Coast
Guard to make an annual recapitulation of total barge-carrying
capécity by geographical aveas. Your commiltiee feels that
this suggestion warranis further exploration on“ﬁhe part of
the Department of the Intevior,

As to tank cars: The revort covers the total number
by types of tank cars available in the U.S. for the transpori-
a tion of petroleum and potroleum products, Segregation of
thio equipmeni by capacity would have requiréd a special sur-
vey, and the Depariment of the Interior agreed‘that this would
not be necesgary for its purposes, -

The repori was formulated primarily from information
provided by the American Railway Cars Iunstitute. and the |
Association of American Railroads,

As to patural gas pipelines; This is the first time

’
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the data on the major matural gas lrapsmisgsion fecilities in
the V.8, have heea inciuded in an W.P.C. weport. The najuvai
gas industyy applied icself wholecheartedly toe the task of
gathering the detailed information reguired. B9 companics
perticipated in the subcommitvee's survey by providing highly
detailed information dnd maps of their facilities. & BE D
task force provided by five gas tfanamisaiwn conpenias prapared
two master sets of maps, ins the U.8, strategic wmap series, do-
picting the locktion of lines, conpresgor giations, ot catera,

The subcommities has taken copnizance of the rapid
expansion of facilitiox im the gas tranmmi&éién industry.

For this rsasgon it voiuiz out that the deﬁailad maps and
facility data provided to the Deparimnt of Interior and
éontained in its reporv ave subject to early obsolescence if
not mincained ou & currxent basls.

The subcommities feels that chis information should
be updated annually, Hewsver, this is a matier for decision
by ‘the Depariment of the Imterior,

Finally, ag ©to petrolsunm lines: Informetion Yor
tis report was goathered by means of 222 gqwaiionnairos as
well as from other available sources, data were obiained on
aimost 1800 pump stations and 1600 river croszingd, at c¢etera,

The subpcommitioe has analyzed both crude aund produst
pipzline facilities in each of the five P.A.D. disivicis in

relation to crude productiion, refiping capacity and normal
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inter-distyict wovemenis. Included in the repori are maps
showing schematically cagacities of ¢rude oil pipcline connec-

n

tions between producing aﬁd raefining areas and of product
pipsline interconmections betveen refiging and conguming araﬂf}
in addition to the foregoing, the subcommiliee prepared a
master set of maps on the sirategic map sevies ﬁdr the De-
partment of the Imterior,

We have one recompendation. In the case of both
natural gas transmissioa lines and petvoleum pipalines, a
very considerable amount of detailed data will be supplied
to the Depariment of the Ianterdor. It is possible Tthat some
of the information may reguive furiher elarvification and
interpretation. It is recommended that the Subcommitiee on
Gas Pipsline Transportation and the Subcommittee on Petroleum
Pipeline Transporiation be kept in existence until Mavcih 51,
1963, with the undergtonding that their activities will be
limited to'producing such interpretation and clarification
2s the bepartment of the Intverior may request.

i undersiand, Mr. Chairwan, that this is not ﬁnusual
1o recommend Such a continuation of subcomnmittees.
| And finally, I would like to make a couple of
acknowledgments, I say in all sincefity thai this has keen
a very, very large undertaking by a groat many people, and X

wuld iike to thank everyone who had a part in the tremandous\\

Job that was entailed in ils preparvation. And @0 in the com-
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mitiee's words, the commiitee would like to express to the

iy

Chairman and membeys of the subcommitieces ity appreciation fov
e time and effort they have devoied to compiling the daita
reported herein and provided the Doparcmant of the interiori
The Committee aﬁpreciates the execellent vooperation of vhe
many individual conpanies, who through response to the QUQS_
Hwonnaires, made the accumulaficn of this data pogssibhle.

in particular, the committoe wishes to recognisze the
invaluable agsistance oif ity Secrotary, Vincenf M, Brown, who
also served as stnif assistisut on cach of the subcommiitees
and directed the work of the Council’s staff, Perzorally, i
ean not sp2ak too highly in commending Vincent M. Brown's
work in this regard. |

This it the end of the repori proper, My. Chairman,
May I just add my own persopnal thanks to my commitiee assistant,
Mr. Degﬁfﬂodges, for his efficient handling of so much of
the Chairman‘*s work. |

i believe it is appropriate for me, sir, to move the
adoptvion of the report, which I do.

P CHAIRMAN FOLLIS: 1Is there a second?
MR, EUCK: Seconded.
CHATIRMAN FOLLIS: It hag been moved and sec-

cnded, genilemen. All those in favor please say aye. 0§posed?

it is go ordered,

1 might say, Mr. Spaght, that you have given me
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anothey illustration of vthoe maSEive amount of work and effori
shat Council sukcommitiees are willing to do and put inte these
jobs, I vhink this is a fine example,

M, SPAGHT: Thouk you.

... 07 CHAIRMAN ¥OLLIB: Now, gentiemen, we have
the Compitioe on the impact of 0il Dxports in the Sovieti
Bloc, #r. Ed Wasren,

MR, WARREN: Wr. Choivean, Mr. Secrciory, and
gentlenmasn ¢f the Coﬁncil;‘ﬁhis Committes was‘appointed 2% the
jast Council meeting. We had our initial meetlilng of the
Committee called by Co=Chairman, Mr., Jderyy O'Brien, represent-
ing ﬁhe governmont, and nyself, f:omlmew York, in eavxly Jan~
wary, At that speoting of the Commitiece we congidered what
the scope of tha'étudy ghould be and tvhe divection it should
take.

Iin conaidaring'ﬁhe gcops it secmed alwosi necessary .
that we should develop information about the future peoiential
of the exporis irom Russia as well as theilr present impact
for wihat happens in the fuwiture waes of great imporiance.

Secondly, we considered the ways apd mwans for as-
sembling the necesmary daita cthat was perﬁinent¢ for analyzing
it, forming a judgment, and that brought up the matter of
appeinting a working commitvee. This commitiee really had a
trenendous task presented to it. It had to evaluate all seg-

ments of the petroleum indusiry and the energy industries in
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Soviet Russin, its souvrzses of information iavgely kad to be
from BEugnia, and this volume which you will se¢, thewre is a
bibliography of about fifty pages covering the reseavch
material that <hoy wegt through ip assembliny the iaform-
ation thoy wont inte the fiaal raport.

I wopvioned o oUr Commlitiog yogterday thar it
sepemed Laporeant that the workinz cowmnittes have thyree gual-
ifications; {1) they had to have 2 broad worlidwide backgiroend
in the techunolopy and coonowmics of the petrolous indusiry;
{(2) it was must dosirvable that they aed had gome hackground im

wvhat hapgened in Hussiz; and {3) the wiliiogness to put in a2

[+

[

trenondous amnount of effori in this mosgsive work that had
he made To build the repoyt.

We ware very foriupate that George Plevey undertook
the Chairmanship of the working committes, Hp. Plorcy was a
member oif the Awerican delegation; industry delogation, that
went o Russia ia early 1960, spsnt 30 days therve, and, of |
course, his indugivy background 2s boih an economist and
many'facets ¢f the oil indusiry, gives him an analyticel and
judgnent fLacility that was very imporimnt.

hkssisting ir, Piercy wam, of couarse, his working
comelttee, and particularly the Government Co-~Chairman, ¥r,
Robe#t Ebel., Mpy. Ebel, who is a goovlogist, had background
in oil, also speaks the Russian langusge and ¢an translaie

the Russian literature and has followed the Fussian oil prob-
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lon extensively.
I want to say <hat thiga yeport hore is in wwo volumas,

A

tion of alli the 3gt&bﬂ%¢*

=

No. I and No. IX. Volume T is & compiis
that wvas wiilized ip coming to the conclusion and the gummry
that ig in Volums X,

i am, My, Chajirman, going Lo move the adoption of
this report and that Veolume & he released at teday's wmestiog,
but Volune iI be held Zor gome three o Fouy weolhs lJow some
revision which has to go into it and & final printing. But

before a digcussicn i think that it would be weil -~ and our

oanicitee vho hefrd it yesterday wore 2all so inpvasssnd -- thay

we heay from Myp. George Pievey, wao will review the vevori,
and then I would like towmave ite adeption,

CHATRNAN FGLL!S:- ﬁi#e.

MR, PIERCY: Thank you, My. Warren,

1, in this presentation hevs, am going to give you
oniy what we consider the couments and conclusiony of ihe
committee in the Zivst hnlf of Voluwe I 1 will try to keep
the éouree data and the hackground data to 2 bhare minimun.
Those of you whe ave inlorested in this cam get it out of Vol-
ume II a8 soon as it is printed and ciraunlated.

Before I present the commentis and conclusions of the
committee I heliwe it would be worthwhile te briefly ouiline how

we weﬁt about this situdy, the plan of the study. To staryg

wiith, of courge, we studied the peirolesum industyy in the USSR
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in considevable depth., Thig meant startviog with an evaluation
& the guality and {the scope of theiy progswaciive sedimentary
areas. %e analyzed their exploratory offori, their develop-
ment_dgillinw, their rogerves, their produstion wethods,
ehestprine transportailion facilities in detail because it

is very, very peviinent to this problem; tvhe cogis, the amount
of money they are pouring inte their oil indusiry, the con-
suapiion, ths trade patteras of thiz and, of couvse, projec-
tions into the Zuture to the exisnt possible,

Also, to the exient pos&;ibl@, the petroleum indusiyry
in each of the other Bloc countries wog analyzed in ihis
game detail. |

From the supply-demand relationshimps that we built
up irn ¢ach cqunﬁry and for the over-z2ll Bioc, fuiure expori-
able surpius of poirolewun frdm the Bloc wzs determined, But
wetroleum, of course, is only onc Fform of cnergy; So it was *
nECessary 1o ﬁtuﬂy in ccnsiderahle depth the entire energy
bage of these couairies to see if our petroleum projections
were consistent with the supply and d@maﬁd relationship for
their entire energy piciure,

Going on from this, we studied the past Bloc petroleum
PRpOrits, ﬁhe exports to the Free Norld, how it was absorbed
in the Free World, its effect on the producing and imporiing
couniries, and its contribution as é foreign exchange earner

of the Bloc,
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But heve again, since peireoleum is only one but &
vary vital pari of the Sovies Bléc Tovalign trade, we Qida't
thigk it could be evaluniod properly in isolativa, so this
led us toc a study in gome depch of their entive Erade pailrorng
with the Free World.

in giving you thiz report ¥ inteund to use the word
"pilen”" (o donote an official Sn?iet ef Sateliits plan., ¥
intend to use the word “agtimals" to refer fo an estiﬁaﬁe madé
by your domﬁittea. |

Now, just so ihat there is ano misunderstanding -
hecausQ thers has heen gume puhlicity to vhig wor& - thisr
repeft does noi delve inveo pelicy. Ve are making vo policy
recommoudations te our Government, whieh ig conmistent wiith
thke othar coperations Of this Council,

I mighc @2y, though, @ince Mr. Hamon, as ho was
anwnounced, has lightened up this nmeting, that in the Washinge
tor vermnaculsr here, they say that this is an intélligence
report, am intelligonce muét sleep with policy but never make
it, and that is the background of our seport.

(Laughier)

‘Now, I would like to gei on with the concliusions,

The first conclusion we came to is that the Soviet
Bloc energy is coal dominated. Now, on this siide we have

sunmarized it.

'(Slide)
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W have summerised the ontirve canergy produciicn of
zhe Bios ta Lerme of motric tons of standard fuol. Those ars
approzimately equivalent to hard coal esquivalent thot is awed

2 ar

in Burooe, Uropping fiyrst to the botton of the Qli&e vow

will aotice that the USSE produces 83% of the enviyo energy of
the Blooc. Waif in the USSE, the resgt is about asguelly batwoen
eastern Burcpoan sateilites and Communiot China., fTae total
encrgy oroduction of the Bloc is 1,27% wmillien smziric ions,

For compariann, the eaergy production in the U.3, was
2,590 miilion weiric tond of standard fuel,

IThe important thing from thism aiide is cthat in thoe
entire Bloec 71% of their energy is coal. Only 15% is liguid
potroleun and 6% is gea. Thke imporinrt thing bore is ihat
minoy shifts in the production or coasuwmpiion of coal enuld
ko mul¢iplied seversi~Zold on the amount of patwroleun that
is available for their own use and available foz ezwport, The
o ther important thing is; if you go‘acress the pairolieum
line here you wWill soo that, s0 ﬁér as peiroleum is copcerged,
the USSR is the predominani feature, the petvcleum production
in eastern Burope and Comnunist Chiup iz very smail comparad
to the USSRE.

Fbr this reason, for the reason that the USSR is so
dominant, the committee 2mnelyzed the entire energy base of the

USSR, in all the detail that it could, to be ceriain that the

internai needs of the USSR weuld not im any way in the Tuture
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croate problews in their oil industry, and pazrticulerly would
wt be & wioc to this ever-increasing fiow of export oil.

I would like to @O fou now the eneygy bigtuvre of
juut the USSR, Next slide, please.

Here you will notice that coal avoducilion in the
USER ig about 5190 willion im 1281; 510 wmilliion tons, I¢
supplioy alimost hal¥ the energy. Crude oil and gos ﬂubply

about 40% of the energy und the rest is distributed beitween

hydro, pert, wood, and so Iorth,

Now, going ou 30.1965, you will notice thet the pro-
duction of corl increases, but falwly alightly. HNatural gas
gocs up rather rdpi@ly. How thesa are commities esiimatesy
for 196H: |

_ Coal production, wa say, will be 565 nillion tons..
This is only 92% of the officisl USSH piang, They have
never boen 2blie to raige their coal production uplto theizr
plan in recemnt years, awd wo think tha¢ this trend will con-
tinue, 2nd this s 92% cf it. The sams is true of matural
gazs, Although theve ig =2 rapid iecrease, doubling in these
four years here in production up ic alm&strs trillion cubie
feet a year, this aumber is cnly.gl% of their plan.

In the case of crudé oil, however, we are predicting
a production of 5,300,000 barrels per day, which is about ten
per cent over plan, apd this i@ consistent with their perform=-

ance for the last three years. In other words, in the iast
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three years, cach yeryr they have exceeded their plan, HNow it ig
hecauvse of this overprodaction of ecrude oil that the total onergy
production here «- ¢an we move that slide up 5 HiL? There ia a
Lbotiom line miswping ~- the total energy produciion in the USSR
cdm@s within ona haif per cent of their ovficial pian. 'Therew
fore, the committoe's estimnte and the commitisels conclu-
sion is that this émall deficiency of only onc hali per ceat
should have a negligiblie effect on the plans in the USSR,
for indusirvial Qrawth and foxr the export oFf cncrgy aad, in
particular, their pians_fer the sxpoye of oil o both the
Bloc and the free nations.

S0 hawving assured oursalves hewve that the USSR has
arplo energy to wmeet its own internal growth aand to continus to
supply oil to the Free World. ﬁe should turm now to analyzing
in a little greatey depth the Bloc's petroleum balance.

Could I have the next sliée?

I am reveriing back to the Bloc hecause the USSR
is‘a supplier of poiroleum for the total Bloc. 1In 1861 the
tptal quc produced only 2,762,000 barrels per day. 'This
vas an increase from 2 million barvels per day inm 1956. So
the average perceant increase from 1958 to 1961 has been about
12% por year. The committee predicis that this production
will go to 5,911,000 barrels per day in 1955. As you see,
this incyrease is coming froﬁ the USSR, The USSR provided

85% ot the Bloc's petreloum in 1956, &6% in 1961, and it is
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91% in 19685.

I+ not only suppliss 21l of the petroleum needod

for her own economy, but she mekes up the deficicency that

exists in Easi Buvrope and in Communist China in this'balance.
The nev result heve is that your commitiee prediccs that tﬁe
Soviet B3loe will havé availeble for export 1,@20,090'barrels
pey day in 1885.

Now, I wiil dizcuss this nuwber z litile lalter and
give you a little backgiround on the basis for this Torecast,
but I think I wounld like %o ¥urn now, o give youw ithe specific
conclusions on the specific phascs of the HSSR‘S oil industry
and the substantiation of this number,

The fifst thiﬁg we did, as I meniioned, was to study,
to the oxtent possible, the geological prospects of the U33R.
The next.alide, pleasé.

| The magnitude of their sodimentary basins is indeed
impressive. 1 show this on the ne#t-slide. Theso slides

are a little difficult. X¢ is awfully hard to put on one

slide a nation that literally wraps itself hn lf-way arocund the

globe, bui that is what we have here.
The first threoe classes of sedimentary basins shown
in this reddish-brown; yolilow, and the green, are what we

would consider favorable area, So you have favorable area

 here, in the Urals-Volga producing région, which is producing

upwards to three-~fourths of their oil supply today. This is
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the old Baku region, the Traas-Caucuses, agd & New dovelop-
ment region in hore {indicating). The gray arsa is scdiment-
ery area. i¢ iz of vnknown or ppor prospecis; and (he green
area ig ssdirentary area that we conmider noaproggective.
Se that 2 lot of the red Rupsian platiocrm ayound YosFcovw vwe
considey noaprospactive.

4dding all this wup, -- paxt slide, pletse - addiag
up the arey, we have concluded this: that im ths

L‘d.g

Fh

total favorable area in the USSR theve are appromimiiely
million sguave miles. &o that cap be added bagic ayaas of
unknowy or poor prospaeis for 1.314, or totel prospactive area
of 3.82 willion square mileg, Now, this compares <o the
Russian wepori that'thay bave 4.956 million sqguare miles of
progpective avea, whiéh iz within 0% of our eptiwates, and

we figure that it is a falriy good check.

The o¢ther significant point here is that vwe bhelieve
that this 2,84 cén be cempared with the U8 faveorable area of
9.1%2 million square wmiles., The 2,12 includes Alagke and ig-
cludes thé contiangenial éhelf to & depich of 6GO fest. Ho we
concluded that, econsidering that the Javorable area o1 the
JISSR is considerabiy greatvoer than thav of the U5, and racogniz-
ing the prement levels of US producibility, we concluded that
the petroleum levels-in the USSR would not be 1limited by geo-
iogicel factors for many yaars.’

Now, the USSR is vesorting to geophysical technigues
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to a grestey degree than in ¢he past. Thigy is necesmary us
prospacting-ha Keeome more impoitant Lo vhem and thelr soarch
is wogressing into decwsy fisids snd into regloms vhere gui-
face ingications are aot as proninont,.

On the negt olide 7 would 1ike fo show you the awabed
of geophysical crows the USSL has in the ficld todoy and whav
it looku like they will have in 1265. In 1901 they hadll,iﬁg
crews, of which 59 were maisuic, in the field. Our esiimate
of 1985, hamsod lawrgsly on their owyn reporis, is that this
aurber wiil go to 1,682, TYhis ig o very impraossive numbesr,

z think you will agree, and it is particularly gignificant
that aiready the USSR has g geophysical erews in oparation
then the eative Free World.

They 2lso make entensive use of ceré.drilling‘ Their
total core driiling footage is schedulod a2t 20 millien feet
in 1965, This compares with 12 wiilion feet in 1961 aad 10
milliion feet in 1858, 8o in view of this, we had no trouble
concluﬁimg that the USSR is launching 3 majox geophysical and
cora~drilling ofiort.

Turning now to theilr driiling, both exploratory and
developuent, -~ next glide, please ~- the Soviet Uﬁion in 1957
to 1981 hes missed their d}iiling goals by about 11%, for
exploratory drililing, and 4% for developmenrt, Nevertheless,
the zotnl amount of drilling has been incveasing very rapidly,

as you will see fIrom this siide. And between 1961 and 1965

bl

2 i
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they are planning on a2 production doubling of driiling. The

1960 to 1580 planz are most impressive. You will notice
this is an average of about ¥5 willion ¥oev pev year,

The drilling todey is done lavgely wilth a tuwrbodrill.
About 85 to 95 par zent of all theiv drilling is by that feche
nigue, It has heen of considerable significancse in the ﬂmveleﬁu
mont of their oil industry, since Ay provided a faivly officiont
and econcmical mothod for drilling to wodarate depths and
anabled.the USSR to use their own infevior drilil pips. Had
they continuwod with the roiary vig they would have beea forzed
to imporit frowm the West drill pipe and toel joinits of highew
qu&iity than they manufacinre themselvas.. But they ars anov
underiaking a new soarch forail and gas &t ¢considerably great-
er depths. This calls for them driliing to dopihs of 10 to 13
thousand feet and even greater, and thoe turbodrill has a lot of
deficieucies fox this type of drilling. So the Soviet engin=~
eers are recommending that the turbodrill be limited to 6,000
feet and beyond that'use the electredrill., Bui, it oo hag
ite difficulvies,

The drillers imn the field have been calling for the
almost exclusive use of the rotary drill, So until th@se tWrbo-
drilling techaiques can be used, if they c¢an, a epmbination
of turbo and rotary drilling will be used. This is going to
call for & retraining of their drilling crews and a gearing up

of éheir industry to the rotery technques again,
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The commitiee concludes that there will he am in-
creasing need on the part of the Soviet oil iandusiry to seek
thig technology and this cquipment in <he Free World. 'Their
drilling rates are very low by our standards, and theiy plang
call fer a doubling of drilling efficiency by 1965, We con-
clude that they will noi attain this. They have not be able.
to vush up theidy derilling efficicnecy a2t all in the last Jew
vears. Of course ithis kas a direct iniluence on the number of
rige that they will need and the number of crews, but we suspect
chat the Soviet planmners have allowed for this because Zor the
past vkree years they have not been abie to improve thein
efficicncy. But if they have not alloved for it wa would pro-
dict that they will be looking to the Free World for votary
driliing rigs,

So up to now I have tried to, in a capsule, oresentd
b you ihe geological potential of this countdy, The major OX-

ploratery and developmeni prograin that it has undertaken. E

"think now it would be welil ©o give you what their crude pro-

duction has been and what we forecast it to be,

I showed you this number before, but I think it
wuld bLe well to see iﬁ -= I gave you the forecast for 1965
before, but I think it wouid be well for you to mee it in a
1ittle betier perspesctive. Can I have the next slide?

They have been able to push their production of crude

0il from 760,000 barrels in 194} up to 3,320,000 in 1961, and
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j24 we prodict it will be 5,306,000 in 1985, I call your atten-

ticn_tﬁ threa other numbhoers, they haée ap officiail plan fov
170, 175 and '20, aad they are looking for most lmpresiive
ipcreasoen in this level of wroductien.

Now, 28 I mentilonad to you oace before, oi alli the
major forms of Primary energy im ihe U3BK, production of crude
oil is =he only one that hos been in excess of thely anaual
goals fnr!each of ithe three years of tha currenr Seven-Vely
plan. Growih in produciion hag been at a rave of about 129
por year -=- 145 par year in the psviod showa here and forx the
future 1t looks like it will be about 12% per year fhrough=
1945,

Now, to give you some check point ou the §,300,000-
barrel-n-day Torccast of '63%, we have looked imte the effeci-
iveness of itheir emxploratory drilling program, and it seems
1ilke thoy have a consigient plan. To reach the '65 goal of
productimn thoey are allowing for a drop, 2 significont drop
in the offectiveness of their exploratvory drilling coday.

Now, admittedly thare. is z lot of arbitraviness in
allocating exploratory drilling and its effectiveness between
oil and gas, but we have also looked ai the effeciiveness of
their explorvatory driiling for gas based on past experience
in the couniry, and it also looks consistemi, So that the
commitiee believes that theiyr drilling plans seem adequate

© wupport this estimste of 5,300,000 barrels per'day of pro»\
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duction by 18856, Ve <think they will veach this production
in spite of the fact that they have been misging the drilliing
target by a gmall amount, The probobility of achieving this
level of produciion possibly deponds ag much as anything on
the degreo of importance that the Soviet authorities place on
peiroleum exports ag & poiicical and economic wenpon and on
the countinued supply Trom the Free World of cyiitilezl aguip~
mInt.

We Mave alise talken & guick look at these production
levelz., We Zind that ipn ovder to reach the i@vél of 1980
shown heve, that they will have to find 115 hillion barrels
of 0il in this 20-year period. This is wost impressive, I
think vou will all agree, ond it is comprable to the 100 bil-
iion barrals ﬁhich has keen Zound, deovelopod and produced in
the ¥.8,

| We did check, however, and note thet within their

plans the Scviei planners are allowing for the discovery and
develorment of a2bout three-fourtihs as much 0il por foot drilled
as they accomplished in the 1848-to-1060 period. So kere again
it geeus that'their plans are relatively consistent and some-
what prohahly congervative in the amount of resonrces that they
have alilocated io reach these targets.

Onz of the greatest problems agéin in reaching the
production goals from 1961 to 1980 will be overcoming their

deficiencies in thoir drilling aand producing equipment, And
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we think that these shoriages and these problems will becowe
nore ovident after 1964-1865 than they were prior o that
'fc.ime .

Now, turning now ©o the refining indusiry we ostimate
that -- vake thig slide of, please, and lights ~- that the USSR
ig attenpting vo increase its refining industivry capaciiy from
Elﬁ'miilion barrals 2 day presently to 5 million., Operated
undey current practices, this 5 million barrelis a day of cap~
acity would be sufficieni 1o process 4.3 million barvels o
day of crude oil., Thip vould supply their internal demand
and leave about 340,000 barreis a day of producis for export,
And whon you add natural gag, ligunids and the synthetics that
they make, why,lthey willi have available for export in 1965
aout allittle over 400,000 barrels a day of preducts, just
products.

Some of the one million barrels a day that.we say
is theliy export poténtiai, about 40% of if could he products,

They are sxperiencing a problem in disiposing of

their ﬁﬁptha and getting adequate yield of diesel fuél. Their
napthe vield will have to go down to 16% weight percent by
1865 to stay in balance. They have not peneﬁﬁatea the western
markets-witﬁ gasoline and this is because they do not have the
quality in their gasoline o make it merchantable in western

markets.‘ ‘ i

It does seem to us, however, that it is entively
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feasible that the Soviet Union will attempi to dispose of
tezir aurplus napihe by selling virgin nap%ha ond not gasoline.

Wow, their efforis are not limited to produciion or
refining, hut transportation is coming in for its share of
atiention, At the end of 19568, at the beginning of this pro=-
sent'SevenHYear Plan, the Soviet Union had in opsvation only
9,000 piles of petroleum linos and 8,000 miles of gas lines.
The Sevea~¥Year Plan calls for corstruction of twice this lengih
within ¢the seven years,

The major peiroleum pipeline sysiems planned in the
current Seven~VYeayr Plan are designed to increase thely export
capability.

Noxt mlide. These systems -« first of 2ll., the wuch-
puhlicized Comecon or @iéeline oif Friendship. This is a
vast system; storting in the Kuybyshev and going strictly
east, which carried.crude oil %o Schwedt, on the Fast German
border; down to Czechoslovakia, Bratisiuva, Hungary, branches
off <o two terminals on the Baltic, Ventspils and Klaipeda.-
It staris as a 40-inch line and has a capacity of =~ agd we
are fofecasting it will be completed in 1965;_ it ;é:épprox-
imately 2600 miles in length. -

Ahotherlimportant line that is alveady under con-
struction is the one to Leningrad, It is completed to Gor‘kiy
today and will be finished in 1963. It has a capacity of a

little over 300,000 harrels'per day. They ave also staried on
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a lipe #yom Stalingrad to the Black Sca to increase their
export cugability. This line will deliver 200,000 parrels a
day te sach of these two Black Sea poris,

Construction is slso proceeding on lines that meve
east from the ¥Urale~Volgn. This siide was made up in a huyrry
and is very pooyr, and I think ¥ canapolcgiées But I think ¥
can ezxplain it bevter with. This is the Pacific QOceoan,
Sakahaiin ¥sland (indicating), Lake Roycar. They are build-
ing, 25 chown in green heve, crude oll lines extending 1t as
fayr hery as irkutz, Tails is undey cdmstruction.

They are also building product iines o Chita,
Under construction but poi part of their T-year plan is exten-
sion of the evute oil line 21l the wvay herce to the Pacific
Coast. Whis im a 2703-pile exiension, The iines will have
a capacity of about 599,000 barrels pecr day, and whether they
vuild it or not seems o be dependent on the working out of
a2 trade agreoment with Japan., They are attempting to swap
crude oil for pipeline to consiruct this line.

Lot's go back to the next slide, please., VYour com-

‘mitee concluded thet the new pipeline systems in the USSR

- will have great cconomic and gtrategic significence. It will

be noted ithat these lines here will supply crude oil to tern-
ipals at which there are great concentrations of Soviet and
satellite military forces. It will provide an uninterrupted

supply of viial peirolesum to these arcas which are now dopond-
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ent on rail, I{ will ailso provide for the £irst time pipe-

iine delivery 1o naval veasals on the Baliic Sea.

Iﬁ aigo has - these lines alse have congiderable
aconenis sigpificance, pivst, Of‘COﬂTEQ, is ﬁhat.the GXLOTTE
capabillties will be inerveased. Theiv eﬁpurt capabilities
ﬁill be incressed by one-hall ﬁilliom heyrels o doy when these
systens ave cowmpleted. 4dnd added exporis WEAns added-purw
chages of critical materini and technology in the Free YWowld.

Phe wecond imporiant thing hore is thot after those
lines are built the dapéndcﬁae of the Buropean satelliies
on the WS8R Zor cwﬁde will be further welded and vhe chareen
o7 thes: saitelliites turning to the West for aoﬁrceﬁ of supply
are greatly diminished.

Third, the pipelinersystam will mean o gignificant
saving to the Soviet ecopomy. Today they are woving crude
oll from EKuybyshev tu Klappeda for expori aﬁd producis. Now
we calculate thet this is costing them on the rails abput-
$1.05 »or hérrélF and when +they get the pipsling conpleted
iz will reduce their cost to 29¢ per barrel.

Now, for the entire decade of 'S5i-81, the USSE
failed to achieve its petrqleum pipeline constyruction goals,
énﬁ for the entire decade they failed by about 20%. dost of
the lag encountered in the construction of pipelines occurred

after 1955 and can be traced ¢o an inadeguate supply of steel

pipe and the desire to expand their natural gas system.
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(~ Jag The produciioa of steel pipe after '55 has been running

only 75 to 80 pevcent of their requirements, NgW, this psriorm-
(" ance a year or two ago would have cast considerable doubi on

vhe cimetable and the capability of completing these planned

1ines oa schedule. But nrow there seews 1o be no doubt abount

it, that they will completa their lines on schedule. This

has been accomplished enitively by resoriing to purchases of

pipe and other facilitien from Westorn suppliers.

Iﬁ the poried, zuort period of 1859 to mid~1862 they
purchased one mililon teus of 40-inch pipe in the West. All
of this pipe will be delivered through 1964, They get G20,000
cong iy West Germeny, 240,000 tons in Etaly. apd 135,000 tons
in Sweden. These purchases of 40-inch pips will supply ¢0%
of their entirve veguirerwrpts in the 7-year nilan, By the end
of 196i they had already installed 900 wiles of 40minc§ line,
and yet they hadn't made any more than token apounts in
their own mills. Clesrly, the importis of pipe from the Wesv
has breathed new 1life into their pipeline system and nas
averted a delay of far-reaching proportions.

Turning to rail transportation -- could I have the
next slide ~- your compittee concluded that the internal
transporiation within the USSR does not appear to he a boitle-
neck to either their domstic petroleum indusiry or theiy
exports. This slide will show you why. The raiiroads have

been the backbene of their transportation systiem throughout
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their history, but they have aliso provided the bulk of ﬁheir
patroleunm transporiation, 62% of all thoiv peivoieum was moved
hy'fail. in 1965 tnis wili drop to £8%. but you will notice
vhat thwlabsolute amount of ton-miles goes up. The signiticant
thinp heve is that the eniive pipeline movemeni of peiroleum (+3 4
115 pillion ton-milss repregonts aﬁly 10% of Ehe entive lood
on theix rail éyﬁtem. S50 should thevre be any delay -- which
we do nt think npow will happen -- bul should thare be any
delay in completing pipeline or inland vaterway facilities for
1965; the added load on their vaii sysiten would be imsignifi-
cant.

But on top of this, the Westorn spscialisie of the
soviet rail system have concluded that they are allocating
encugh regources ©o their rail prograwm co agsure fulifilment
of their plans. 8o we conclede that there is little ques~
tion that internal bottleonecks will deveiop in their transpori-
ation systen. |

As I mentioned béfore, the pipeline system will add
1% million barréls per day of export -- of deliverability to
these terninals in‘the Baitic, Ceniral Euiape and Blaqk Sea.
We should also rememwber that USSR is now ~putting out 800,000
barrels a day withouti these pipeline gystems.

Marine transportation is also getting its share of
attention. Starting in 1950, ﬁSSR had a fleet of only 174,000

doadweight tons. Today they have a fleet of about two million
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tong, They 1laid down the heel of their 2ivset supsriavker, so
thoy calli it, the Pakin, of 29,000 in 1958. 4nd in 1960

and 1861 they delivered two of those ships. NOw, thig rapid
growih uvp o ﬁWQ million tons fleet has not been accompliighed
encirvely within theirAQWn seonomies. Foriy par cent of it
has cons fram.ﬁhé Free Vorid, But the Bloc tanker fleet is
continving to grow throwgh buildings in both thz Blec and the
Free Wovrid. And as of Sepiomber st thay had on ordeyr approx-
imavely 1,900,000 doadweighi tong, the sum of these iwo nump-
bers, SJuat here again, the sigpificant thing is: QnAor&er
today is twice as much tonuage in the ¥ree VWorld yards as
ithey ave building in their own Bloe yords,

8o clearly they are indebited to the Free World for
the success of this prograw. There is one other impoviant
thing, in their tanker building program: When they eniered
the T-year pian they called for only an increase of 80% inm
their tanker flooi. But we kXnow today they will increase
their fleet by o factor of four, Ngw, this shows the import-
ance that they arz now placing in the iransportation of pet-
roleum.

Now, balapces made by your committee, around one
niliion barvrels 2 day of export oil, show that the USSR will
in 1965 own enough tamkers ® move about 85% of this volume.
If you add to if{ these customers such as Japan, who prefer ﬁo_

move the tonnage in their own eguipment, the Bloc will be
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praciiceily seif-suificient and independont of the Fres World
ships in 3968, ow, when they aro thus self-gsufficient and
woving exports in ﬁﬁair owa bottoms, they ara in 2 pogition
at any tive to cut off from the Free World not only this
volame of oil, but the ships., Amnd our eséimates say that at
this 1 miilion-barrel-o-day level, should they interyupt the

M,

supply of oil ir ships, tke Free World would need nn addi-

cnai 231 7-2 equipments tvo supply this oil from slternative

e

©
sourees in the Free Worid. So we conclude at that tim2 deaial
of Bloc oil in tonkers usder those conditions would cwaaie
serious transporiastion diificultiszss,

Up o now ¥ have been giving you the conclusions e~
gardiag the oxisiing and poteatizl abilivy of their patrolaun
industry. ﬁow I would like ve shift your atientlon to the
tradé aren., In doing this I think I should review, first of
all, their growth in petroleuwm exports. Slido, please,.

‘Frcm 1955 to 1361 tﬁeir petroloun 2xports grew
from 107,000 barrels a day to 610,000, and it is predicied
that they could giow to one million'harrels a day in 1965,
This is & growth rate from 1955 to 1961 of 34% psr aznum,

And this compares with a Free World growtih in consuaption of
€% wer onnunm.

53% of their oxports in 1961 was crude oil and the
remainder of préducts. Now, of this production, 88% of it

came from the USSR. The other Biec countriss really, in net,
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supplied nothing, besause they over-ail have a deiiciency.

Now, ve have made a counivry-by~country amalysis oi
the demand patiterns, the type of Soviet oil purchasers, and
the refining and marketing capacity of these purchasevs, and
we conciude that in 1865 there are suificient markets, with-
out a doubt, in the worid, that could be induced to abksorb ané
miilion narvels a2 day of Blogc oil, but wheﬁher thore is this
michk oil thav will actually move into the Free ﬁbr1d in 18465
wili depend on the actions taken by the West bevween now and
then. |

Now, we considered it impractical to atempt any pro-
giciion of export volumzs heyond 1985. However, taking just
the published statements of the USSR on their percentage
growth in produciion and demand you can calculate that they
will havé an exportiable surplus vetween 1,800,000 and 3,700,000
harrels var day in 1972 ¢o 1975. HNow, this is a total export-
able surplus out of the USSR, and some of it would be needed to
make up the deficiencies in the other Bloc éountries. Neﬁer—
theless, it scems quite evident o0 us that.the export poten-
tial wili continue togrow after'1965.

Now historically this oil has flowed largely to
Europe, about two~thirds flow to Europe. Next slide, please.

On this slide we show you some of the major purchas-
ers by couniries of this oil., Of the 610,000, almost 400,000

went o Burope in 1961, lLarge purchasers, you will notice --
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Cuba is siill classified in the Free World hers -- zre Italy,
Weal Geruany, Sweder, Finlend and Japan; over-all, the perw
ceniage of ¥ree World warket suppiied by Soviet oil is abowut -
&, but you wiil notice o sbmﬂ of these ¢ountries the percent-
ape is much greaier. Sighty per cant of a1l the Soviet Bloc
oil is absorbed by 2 handful of cﬁstom@rs, Iéaly, West Germany,
Cuba, Japan, Sweden, Egypt and FPinland. The WATO bountrias |
themsolves purchased zbout holf of this volums, almost 300,000
harrels a doy.

Now, iz the next siide I will preseat o you an analy-
gig of the type of free World companies whichk buy Sovist oil.
You will notice here ﬁha% goverament-owned ail compaﬁies PEO-
vide an outlet, free World'governmenﬁ-owned companios proﬁide
an outlot of 6%2% of the 3oviet crude oil that iz exporied,
nop-integrated provide 3@%. Ag far as products are concexned,
the governmantubwn@d 0il companies provide an outlet for 20%
and non-integrated for about 51%.

So clearly the governmenis could through their own
companics do much to vesirict this penetration of éoviet oil,
should they desire.

Now, in 1953 ithe Soviet Bloc expoxts going to Europse
supplied only 1.9% of European demand. And the rapid increases
in the éxport gince that time hes been at the expense of the
Free World indﬁstry. To evaluate this we have calculated tﬁe

loss in revenu? 1o the producing countries over and above this
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'53 base and it iz shown on the next siide.

I+ is now yunning ak 2 rate of about $145 milllion
par yegr,'ané it nes cupnlaiedly nov, since 1953, raached al-
wost 500 million. Now, this is loss in divect revenue to ihe
Nid-Epst and Vonesuela, wiere we think this oll has backed
up ©o.

it doog not include losges of indireot Paywmencs »oXr
wages and sovvices and that that aye wmade in the countries.
And it also does notv include losses that ovcurred because
of the dopressant factor that %hesé saoles have had on grice.

Alithoush the degree of resporsibilivy is not demon-~
gtrable, there seoms to be no doubi that the cwi~pricc Seviet
Bloc exports contributed t¢ reduction in the posted prices in
the Mid-East in 1959 and 1960,

¥e glso considered it impractical to make an a2attenpt
to quaniily the damage done to the indusiry, but your conmit-
tee believem‘that it was gignificani.

Wow, to fully appreciete the prohlems of Bloe trade
1% is helpful to reconsidey for a moment just oxactly how the
USSE conducts Lt. Anong the first thiogs the Communisis did
whon they came into power was 0 natiomalize foreign trade.
This was by decree of 4pril 23, 1918, There have been very
1little changes from this seiup since that time. This national-
ization of trade makes it éntirely subordinate to their economic

planning and it provides some very essential things thai I thiank
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are inmpoviant to kaow.

i{ proiects their demesiic economy against ail forelign
competition, it isolatos Cheir internal currency from foroign
oxchange wazkets, it glves them an exiromaly strong bargaining
po3iﬁidn in deanling with private entorpriges in the ¥res World,
i gives them 2a unlipited ability to discrimindie aumong pﬁru
chesors and suppliers and it gives them a flexibility to adjust
trada’ Lo aaf#& thoir éoliﬁical Ul posEes,

Ehrushchev susmarized 21l of these yery succiactly
vhen he said "We value trade least for ecomomic yeasons aad
most for political purposes." So clearly Soviet Bloe trade,
when it io backed as it ig by the monolithic power of the
state, can not be considered in the same terms thai the trede
cf individual private compaﬁias motivated solely by commercial
ohjectives.

| The Foreigr trade of the Soviet Bloc is but ocne olo-
went of the Soviet Union's plans to consolidate its power znd
extend ité Comnunistic influence. Specifically, we found
that tbe foreign trade progrom of the Bloe was aiwmed, fi&st,
at obtaining vital meterials and technical know-how from the
Free Worid; aimed av spraading Communisiu through an extension
of state control in countries-with whom they irade; it is
aimed at destroying the operations of private companies, par-
tcularly the oil companies, and it is aimwed at creating unrest

and political instability.
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Now, this trade offensive starited ir 1953, with the
death ¢f Stalin. His successors quickly realized the nistakes
that they were making in not trading with the West, in not
cbtaining sowme of fhis vital techinical kunowledge. In the
next siide ¥ wilil éhow vou this rapid growih in.trade since
1953,

It has growvm irom roughly 1,800,006,000 with the
Free World to aboui € billion, either as imporis or exporis
to the Freeo Worid. DPer cent of Free World trade has gone |
from two Lo four per ceut.

Now, thig trade, trade with induscrialized countl-
vies, is primarily aimed at acquiring technical knowledge and
equipnent., And here is a tabulatior of the ien indusirialized
nations, showing the amcunt of trade that they have with the
Soviet Union and the pev cent that this trade is of metal
shapes, transpori equipnent, wmachinery., plants and other
marufaciured goods, all goods that you cap consider of
strategic imporiance to their econony or goods of high tech-
nology.

¥ow, for these, in payment for these industrializad
goocds the Scviet Union delivers raw materials, particularly
oil. They have heen particularly interested in obtaining
ptrochemical plants, electronic equipment, communications

equipwent, precision tools, constiruction machinery, carbon

steel and alloy strip, sheet and tools. They have bought
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J39 coldw-roliing milis, they have bought electric power generatlon
planis, precision bearings, compleie tive plants, lerge diameter
pins, tankers, and so forih. And they are paying for it largely
with oil. as I will show you im a few wminutes,

In the developing couniries of the world che USSR
combines the extending of economic assistance with an agives-~
sive exmonsion of their trade. In these less-developed count-
ries the Soviet Union usually takes agriculiural supplies aad
'turns o the couniries ferrous materials and some cguipmzat.
They have made 2 big fanfare of taking surplus commodities off

of the handg of some of the amerpging nations,
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(~¢1s jw Sometimes they have in turn dumped these surpluses
on the Free VWorld markets in competition with the same
{“ countyries, Two examples of this are when they bought

cotton from Egypt and sugar from Cuba. Nevertheless thesec
barter deals with the develeoping nations have been quite,
quite successiul.

But the specter of Soviet ilnfluonce and political
penetration doesn't just lie with the developing nationé°
There has also been evidence of it in the more dJdeveloped
and ivdustrialized nations. Fiunland and Israel are ivo
examples, and 3 will skip over them in order to save time.

Now I would like to turn to the place thaf oil
has played in this development patitern of political and
‘economic penetration through trade, |

Could I have ihe next slide?

Here we find that oil coming from the Bloc
constituted only 1.6 percent of its total trade in '02,
rose to 10.8 percent-in '60, but from the USSR, 1f has
grown irom 2 percent of their trade to 25 parcant;. In
absolute terms you cau see that it went froﬁ oﬁly $10
miilicn in '52 to $344 million-in 160,

That is all ffom a country thaf in 1950,was a
not importer of oil., Clearly petroleum has become the
nost essential commodity to the USSR in reaching its trade

objectives,
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Furthewmore, the Free VWorld oll indusiry is a
major target of this Sovieit economic offensive. This growth
in Bloc trade hos significonce far more widesproad than this
volume irdicates.
From Lenin down to the present day the Communiﬁts
have lcoked upon the private oil industry as a major symbhol

of sireungith in frec enterprise and, as such, the continuing

existerce and prosperity of the private oil industry poscs

an obstacle to the s@read of their own ideolopgy and influence,
i would like fo quote froﬁ an arcicle of the
Soviet publication io %ﬁis regarda, It stated:
"1t should be borne im mind that oil concessions
represent, aﬁ'it were, the foundotion of the entire edifice
of VWestern political influence in the 1essédeveloped vorld,
of all militaxry bages aﬁd aggressive blocs, If this Founda-
tion cracks, the entire edifice may hegin to toftter amd then
come tumbling down," | |
Thus the Soviet.Union is not out simply to sell
oil bux fo disrupt, underminé, destroy the position of the
private oil inddstry;
The USSR, is using every mecans to éncourage state
control over oil in the Free World countries and to in¢ite
the leaders of the developing nations the private oil .
industry., Facilities of cdurse have already been expropriatad

in Ceylon and Cuba, and industry is undexr pressure in other
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places.

\ The Soviet Bloc is sending out petroleum'tech—
nicians and making loans to any country willint to either
promote state development and distribution of oil. Countries
which accepted such aid range all the way from Afghaxistan
in the Far Esst to Argentina in the Western Hemisphere.

They have existing tdday approximately 60 trade and aid
pacts involving petroleum.

As previously shown, these govermuent oil companies
in turn become large customers of Soviet oil. The trading
methods of the Communists, that is, atate tradiﬁg, aon the
basis of govermment-to-government barter agreements, weaken
seriously the basis for continued private trading in oil,

lState trading by its very nature is discriminatoxy
and destructive of free enterprise, and when conducted on
the massive_scale that the Soviets do and backed up by the
monolithic nature of their system, it hecomgs an even more
powerfﬁl means of weakening private cil company operaticns.

An example of this is that the USSR -- next slide
-- openly charges its satellites considerably higher prices=s
than it charges the Free World fox the séme oil. Here we
show for the years from '55 to '60 the prices to the
gatollites is approximately double the price to the Free
World, |

Botter exampies of this can be obtained by
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"comparing the adjoining countries., In 1960, for instsance,

East Germany paid 2,69 a barrel for curde oil but West

Garmany paid 1,38; Hungary paid 3.086, Italy $1.41, Communist
China $2.%2 and Japan $1.34, Product prices of course show
the szme discrimination.

In conclusion, youxr committee concluded that the
free trade contrbls are ineffective in retarding the floﬁ‘
ofrBloc 0il or the critical eqﬁipment tirat the Bloc procureé
with this oil;

| Although-the conmitiee may not be aware of all
the efforts ito restrict Bloc oil that are going on, it
beiievés very little has besen done, It is known that there
have bsen some restrictive measures discussed in NATO, and
of course we all know that there is active consideration
now being given to this problem in the European Common
Mérket.

But eqgually és serious as stemming the flow of
Bloc oil is a lack of effective program for controllipg
critical equipment that the Bloc is purchasing and paying
for with their oil, purchases which the Soviet oil is
méking a major contributicon to today.

The present COCOM agreement among the Free World
nations is limited to a very narrow list of arms, atomic
energy materials, strategic materials of one sort or

anrothexr., That agregment is not aimed at the exports of
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gogds and ftechnology which contribute tolthe indusirizl or
economic base of the Blown, |

To iliustrate this the committee believes thav
the USSE will seek cexrtain petroleum cquipment in the YWest
to ipsure meeting its petroieum pgoaly and objectives, hut
not one of theso items is on the COCOM list.

Now, the United States maintoins much tighter
contrel, but even here in the United States there are nore
restricvions than the COCOM agreement provides, but there
are no restrictions on the export of drill pipe, drill
collars, tool joints and dismond bitsg, items that the
commititen feels that the Soviets will be looking for,

The United States does require, of coufse, export
license2s for rotary drilling rigs,

It would appear evideni that the Westérn indus-
trialized countries, which know themselves to be threaténed
militarily and subversively by the Soviet Blo¢ are deieating
their own ends by contributing to the industrial strength
of the Communists. |

How, Jjust a word-or a concluding remark.

In view of these factors that I have cited, your
committee feels that the continued oxpansion of Communist
oil exports is a serious problem to the Free Vorld. The
impact of Soviet oil on:the Free World countries is far

greater than the volume figures would indicate and goss
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boyond the immediate implication fox the oil companies
inveolved,

Without a doubt Boviet oil is the most imporiant
glement in the Soviet politicai--zconomic offeasi%e i the
Free Vorld, The Communisis arve using it to proocure wvital
eguipment and technology, to create political uarest and

spread communism, It i3 & weapon with which they hops to

destroy the private oil industry,

The seriousneiss of the Boviet ecomomic offense
requires a concerted efiovt by tﬁe'leading countries of
the Free World to rostrict further imports of Communist
oll and tﬁe export hf'strategic material to the Joviets,
Indiviaual action is insufiicient.

For exaﬁple, the Black Sea chartering poiicy of

a single company, this was a vefusal to charter ships from

‘owners who suppliled tonnage to the Bloec, did not stem the

flow of Soviet oil'to Cuba,

The poliéica1 alliances which the Free World
countries have formed 1o combat Soviet aggressions must
now be extended fully to the equally important economic
field, It is unreéiistic to leave the Free erld}s
economic flanks unprotected, particuiarly as the Soviéts

have indicated that their trade is conducted "most for

political purposes.”

Thank you.




{Applause)

MR, WARRENW: Gentlemen, I want to express the
gratitude §f the ¢ommittee, my personal gratitude to Mz,
Geoxrge Pievey for taking the leaderxship in this tremendous,
what I think was a tremendous undertaking.

I mentioned Nr, Robert Ebel, who Mr. Pilercy has
told me has done & considerable amount of work in this,
particulariy in the area of transiating oil literature
and technical literature of the Soviet Union,

I wonder if i, Ebel would stand up and take a bow,

(Applause) |

MR, WARREN: HMr., Chairman, I believe there may
be one or two people that would like to diécués this a
little bit before you put this up for a vote, Would you
call on them, or would you want me to?

| CHAIRMAN FOLLIS: Would you like to make the
motion?

MR, VARREN: I do make the moiiorn that the
adoption of the report as presented by the Working Sub-
committee for Council adoption,

MR, MAJEWSKI: Second that motion.

CHAIRMAN FOLLIS: Discussion,

Mr. Nickerson?

MR. NICKERSON: Mr. Chairman, I would like to

compliment Mr. Piercy on this excelleant presentation we
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hévg had this morning. I would like to express vegret that
bacause of weather I was unable to attenﬁ Mr., Warren's
meeting yesterday. I sont him a wire saying that [ hopo
taat the committee would be given morve time before bringing
this extremely iﬁportant report to a conclusion, and I &am
pleased to see that the Committee Chairman, Mr., Warien,
williask for more time before completing the tremoadous
amount of material in Voluma IX.

| f But in relation to the recommeﬁdation that Volume
I be accepted I would like to say that I think this report
contains a3 tremeadous awmount of sxceedingly imporiant
information, that it is important that this information
be placed in-the hands of pzople not only in our Government
but in the govermnments of the ofher Froe World who will
need to take this under thisement, that in the past few
days, since we received the drait copy of the report,
significant improvements have‘been made in it.

I recognize that there would be an undesirable
delay if we waited for'anafher meeting of the Council
before approving this repcrt. For these reasoms I would
like to associate myself\with the recommendation of the
other members of Mr, Warren's committee,.

CHAIRMAN FOLLIS: Thank you, Mr. Nickerson.

Does anyone else have a comment?

(No response)
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CHAIRUAN FOLLIS: If not, are you roady fovr the
question? |

FROM THE FLOOR: GQuestion.

CHAIRMAN POLLIS: It hés been moved and secomdd,
All those in favor pleass say Aye,

~ (Chorus of Aye)

CHAIRMAN FOLLIS: Opposed?

If is so ordared,

Thank you, Mr. Warren.

MR. WARRENW: #r. Chairman, there is one thing
that I neglected to bLring up. The letter of the Working

Subcommittee to the parent Committese suggested to the

Depariment of the Intexilor that revisions of this report

peribdically would be very desirable, because you are
talkirg in terms of forscasis and things of thaf‘kind.

It shoculd, more or less, be a moving type of report so

that this wouldn't be considered absolutely fimal and cculd
be changed from time to time as changing conditions may
warrant;

That, of course, is just in the way of a recom-
mendation and a suggestion of the Working Committee and
seconded by the Generél Committee to the Department of
the Interior, and it is at their election what they want
to do. |

Thank you very much,
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MR, JACOBSEN: Mr, Chairman, I would like to second
what My, VWarren just sald about making this 3 continulng
veport, and i wonder if it would be posaible to make an
arrangement where the thing would work automatically, keep
the committee alive and bave it understood that in a yeaxr's
tiwe we will have a new one tied into the present cune?
Could csomething like {bhat be done, and would it be advisable?

CHAIRMAN FOLLIS: I don't kuow, Normally we haven't
done that, The normzi procedure has been that periodically.
the co-~chairman has asked for a brimging up to date of such
a repoxt.

Now I would like to discuss that with him with
the thought that there could be some vaviation of this
procedure, But offhand, I fhink probably that is a preity
gcod procedure., We might, in this case, on an aonnual basis
or some reasonably frequent basié bring our raport up to
date just as our c¢rude producibility report has been brought
up many times, hut I would like to discuss that with
Secretary Kelly,

BR. JACOBSEK: I make the suggestion precissly
because of the importance of this subject. I don't ¢hink
we have ever had a report on the subject as important-as
this one.

CHAIRMEN FOLLIS: I agree with you.

Gentlemen, we are running a little bit behind
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schedule here os é result of this repori, but ¥ think you
will agree with me it was worthwhile,

Now, we have a number of visitors from various
Government departments,'and I wotld.iike i6 ask them to
stand and be recognized., 1 will read off tThe names of the
heads of the various groups Wwho are here, and if you will
stand, and then if the Council wiil give tﬁeir welcoming
applause after we complete the introductionﬁlin the interest
ot timef I/would appreciate it,.

The fFirst is Mr. Claus Ruser, Acting Chisf of
Fuels Division of the State Lepapytment,

Mr, Ruser,

Is he hera?

Then we bave Mr. William J. Lamont of the Anti~
trust Division.

%e have the Honorable Glenn V. Gibson, Acting
Assistant Secretary of the Department of Deiense,

| We have Mr. Eben Honney, Deputy Assistant Secre-
tary of the Treasury'ﬁepartment.

" We have Mr. Joseph Lerner, Office oi Emergency
Pianning,

We have My, Bruce )M, Easton, Agsistant Deputy
Administrator for Price and Producis ofi the Department of

Agriculture here,

We have Mr. Irnest Rubin, Director of the
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Sino-Soviet Diviéion, Deparﬁment-of Commerce. '

We have My. C. K. Faught, Acting Director, office
of Emergency Transportation. |

We have Mr. William Allen, Chief of the Division
of Operations, Maritime Administration.

We have My, John Tannhauser, Petroleum Advisor,
Agency for International Levelopment.

¥We have My. Hugh Lamberth, Central Inteliigence
Agency,

Gentelemen, I think we might welcome these herve,

| (Applause)

CHAIRMAN FOLLIS: We apprecilate your‘being here.

Now, Mr, Lavwrence J. ('Connoxr, Vice Chairman of
the Federal Poweﬁ Commission, is with us teday.

I would 1like to welcome Mr, O'Connor and'hope
he might say a few words,

(Applause)

MR, O'CONNOR: Thaank you, Mr, Follis.

Chairman Bwidler asked me to exipress his appre-
ciaticn of being invited to attend this meeting. Unfortu-
nately, he had previous commitments.

i would just like to comnment briefly that probably
the most gratifying thing that has ahppened in our Commission
since I was here the last time is our settlement program ;

which the members of the Council who are in the pipeline
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transmission industyry, of couvrse, have been familiar with
for many yeurs in the past.

I do want to wsay, though, that we have now, for
the first time, mzde significaunt sirides in adopting
settlement programs for pyoducer prices, and many of you
fellows here, I know, who ave sitting at the tops of your
cdmpanies where these settlements finally get to your desk,
involves consicerable siretching of the conscience because

_ they involve changiang your contract.prices, but I do want
to say that the peoplie that represented you at the level
where these seiilements have been produced, have done a
tromendous job.

i believe on the part of the Federal Power
Commission ¥ ¢an say in many cases they have iound our
staff, they have found fhe distyi buting companies and the
state regulatory commissions very flexible in trying to
adapt those settlements to iéé ceiling price guidelines
which we are committed to at”the present time.

I do think that it has shown 2 tremendous coopera-
tion of the industry and vafibus groups in the industry, and
1 hope it is going %o help‘ué»produce a more stable situation.

Thank you.

{Applause)

CHAIRMAN FOLLiS; Thank you, Mr. O'Connor.

Now, we have Mr. Jorome J. O'Brien, Director of
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the Office of 0il and Gas.

My, O'Brien,

ME. G'SEIEN: Thank you, Mr. Chairman.

in reply to Jake Hamon, I yregrel that ths
Committese to Add Culture to the Council coulidn't come up
with a report that they would accepti. However, suve and
begorra, we ssked the heln of My, Francis O'Porier,

It is Andeed gratifying for me to attend another
meeting of the Council,as it has been sScme five yeays since
I attended before as an ex officio member. This is my
first mmeﬁing as the Divector of 0Office of (il and Gas.

As many of you gentlemen know, the transition
from industry to Covoernment is a bit paradoxical. But as
Dy, Samuel Johnsor ogance said, if a man is to be hanged in
thirty days, it wondoeriully goncentrates the mind,

{Laughter) |

MR, O'BRIEN: I am therefore deeply conscious of
the chaﬁges in my functions énd my responsibilities. In
connection with those responsibilities, we in the Office
of 0il and Gas are indeed grateful for the assistance of
this Council, which it has provided ahd made available to
the CGovernment, its time end its talents.

Today the Council approved the report by the
Transport&tiqn Committee. This is a report on all petroleum

transporytation facilities in the United States, As stated




by the Chairman, Mr. Spaght, it was accompanied by three
sets of maps, <consisting of 87 individual maps, each, on
the pipeliine of c¢rude ¢il, natural gas and petroleum
products,

These maps represent a high degree of workmanship
and engineering detail and ﬁre, without doubt, the finest
set of maps ever prepared on United States petroleum trans-
portation.

- The report and the maps which the Council has
presented to us in this transportation report are invaluable
to the office of 0il and Gas in its emergency planning. The
study. on the impact of Soviet 0ils represenis a Herculean
‘task of sifting Russiar data and the compilation of sitatistics
by the Subcommittee,

The report which has been discussed by‘the
Chairman, Mr., Warren, and has been illustrated by the
Subcommittee Chairman; Mr. Piercy, is a veritable encyélo—
pedia ofScviet energy and will be a valuable contribution
to the Govermment.

The data contained in this report will be useful
to combat the Soviet oil offensive in its world energy race,

1 wish to commend the Chaivman of the Working
Subcommittee and his s{aff and the Chairman of the Committee,

itself for the vast amount of work which has been periormed

on this subject,
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These two projects serve #s an excellent example
of the contributions this Council continues to make throuph
the yearc, net only increasing the mutuzl understanding of
Government aud the petroleum industyry in its many problems,
but by providing Governmeat a significant elemeat of
gecurity, obtainable in no other way, through compreheasive,
dependabie and highly specialized‘information, In today's
complex and rapidly moving political climate the need for
such vital support is daily impressed upon the Govermment
officiéis. ”

Confronted with the inevitable prohlems
accompanying this éhange.the prospect therefore is for =
continuing series of reguests of various studies; such as
the two new ones considered by your.Agenda Committee prior
to this meeting.

i lock forward with pleasure to an association
which I am sure will be producfive of much to our mutual
advantage in the interest of the nation.

As you know, the QOffice of 0il and Gas has been the
focal point of information within the Government and all
phases of petroleum and gas industry. It 1s our hope and
intent, with your help, to increase our participation in
the development of policy and to increase the value of our
service in the support of the petroleum security.

Thank you.
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(Applause)

CHAIRMAN FOLLIS: Thank you, Mr, G'Brien,

Now we have with us today Vice Admiral Burton B,
Biggs, Direcfor of Petroleum Logistic Policy for the Office
of the Assistant Sccretary of Defense.

Admiral Biggs.

ADMIRAL BIGGS: Mx., Chairman, Mr. Secrétary,
gentlenen:

I don't know why I always wind up at ithe end of
this,

Now, scomebody probably wonders what yvou mean by
the Director of Petroleum Logistics Policy. Xt would be
very preSumﬁtuous for me to try to define petroleum té
this august assemblage. It just so happens that in my.
particular case Petroleum means oil, grease énd‘certain
intra-extra-mural politics,

(Laughter)

ADMIRAL BIGGS: Logistics, as they called me in
the Fifth Fleet, is vice presidént in charge of stuff and
things,

(Laughter)

ADMIRAL BIGGS: That is the best definition df‘
logisticg I know, 1 tried to iook in the dictionary to
find out what Mr. Vebster said "policy"” was and I got a

shock, because it says there in certain places that a policy
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i? 2 styatagem, & contrivance, a trick. (Laughter) In
aaother place it says it 1s a kind of fixed system of
procedure, in government or other activities,

Now, I hope the first deifiinition, we say no,
that isn't it; but unfortunately we are in the position of
probahly having to say to the sscond that the snswer is
no also. The fixed business in this business is non-
existent, I am afraid, on both sides of the family.

Now, ¥ appreciate the work of this Council very
much because ¥ was the recipient of the first draft of the
first letter prepared by a certain gentleman in the then
Petroleum Administraticn for Wer in May 1846. 8o I have
nad a little experience with it off and on, I keep coming
back like the bad penny. Some day I am going to quit.
Nobody scems to know when,

We have had zn Ad Hoc Group over in our place
for about a year and a half, taking a look at the number of
petroleum products we.have in the supply system aand we
have made a desperate effort to‘reduce 1t by various means.

At the present time it is agreed by all three
dopartments, the military depariments, that we will have
averseas aviation gasoline of 150 and 145 perifcrmance
number and no other., We will probably try to apply that
to the Contipental United States, when a few ﬁilitary

aircraft of almost unbelievabhly old vintage will go off
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the steip.

Some time ago we started out with 18600 specifica-
tions, We get rid of 800 of them. Unfortunately, we got
back 200 new ones. At any rate, we had 2 gain, a net gain
in the 600 that went out, at least temporarily.

Now where you genilemen come into this specifica~
tion business, outside of your geneval objecticon to ouw
method of writing and applying them, is that eveﬁfonce in

a while we send out one foy you to ¢hew over, VYou have one

at present called "C,I.E, Fuel Job, Compression, Ignition

Engine," You romember the gentleman said thét this particular
engine is the one with the cylinder full of”ignition juiceﬂ
waiting for some fuel? Well, we arc waitinyg for specifica-
tiona of that fuel.

30 when you geot theso weird questions Irom us
and from Jerry O'Brien's place, will you please answer them
as soon as possible? We really would like to know.

Thank you,

(Applausea)

CHAIRMAN FOLLIS: Now we will have the report of
the Segretary-Treasurer.

M. JAMES V. BROWN: At the beglaoning ol the
year, calendar yoar, that is, January, in the general funds

we had $80,904, You members have been very kind to respond

to the call that Mr. Hallanan made earlier in the year for
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funds and thq contributions, plus moneys received 6n interést
earnings and so on, add to $117,866.

Somehow or another we have spent $3,000 of that,
$¢3,226. Some of these reporis might give you an idea how
we got that high.

Tho balance in the bank at the end of September
is $85,543. We hope to carry through to the end of the
year on that money,

We do have some reserve funds for general purposes
and pension purposes anq so on, That represeants al invest-
ment of $345,000. They are invested in Govermment bhonds
and Govornment-insured baanks, That is the condition of the
finances at the present time,

I have an announcemeént.

CHAIRMAN FOLLIS: All right.

MR. J. V, BROWN: To any member who c#me in after
the roll eall, and I understand there were a few, ii they
would be kind eﬁough after the meeting to cone td fhe
reporter and give their name, please,

Thank you, sir.

CHAXRMAN FOLLIS: Thank you, Mr., Brown.

Gentlemen, that concludes our agenda, There is
no nev bhusiness, a motion to adjourn is in order.

FROM THE FLOOR: So move,.

FROM THE FLOOR: Second,
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CHAIBMAN FOLLIS: All those in favor?
Yoery well.
Would the Chairmen of the Comunittees reporting
today please wait.
(Whereupon, at 12:10 o'clock p.m., the Council

was adjourned.)




